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Another Bite 


Rae is the proper first reaction to the new defence programme 
outlined by the Prime Minister last Monday. It must still be 
doubted whether the Government has taken the full measure of the 
tasks on which the safety of the free world depends. But certainly it 
has moved a long way nearer to their recognition. The conversion 
was best expressed by Mr Attlee not in his formal statement but in 
his reply to one Labour questioner. The critic asked how the new 
programme was to be squared with the Government’s estimate last 
summer that £3,600 million for defence in three years was all the 
economy could stand. 

That was the most we could manage without taking special measures, 

We are now taking those special measures. 
If the measures are tardy, fumbling and still in part obscure, at least 
Britain is decisively past the stage of business as usual and defence 
without tears. 


The country’s immediate need is now simple. It is to cram as much 
debate as possible into the next few weeks: to examine the programme 
quickly and objectively and then to get on with the job, as measured 
either by the programme or by some modification of it, in as com- 
plete a spirit of national unity as can be achieved. The further 
discussion is necessary, but the party politicians will make their most 
important contribution by keeping it free from irrelevancies. There are 
three main questions to be answered. Is the programme adequate ? 
How is it to be carried out—how, that is to say, are the real resources, 
the men and materials required, to be moved quickly and efficiently 
from their present occupations ? These are the military and economic 
questions, on which the relatively easy task of Parliament—and of 
the press—in this emergency is to help public opinion to reach objec- 
tive answers taking no account of party interests and prejudices. But 
there is also the third, political, question. Is the programme one that 
a tired party government, with a narrow majority in Parliament and 
the fear that it now has no majority at all in the country, can be 
expected to carry through ? No good will be done by an ostrich- 
like pretence that this question does not exist. But the utmost restraint 
will be needed both of the Government and of the Opposition if it is 
to be prevented from bedevilling the rest of the discussion. One 
can only hope that both sides will realise that public opinion is more 
likely to answer the political question in their favour the less they 
seem to make the military and economic questions subordinate to it. 

On Monday, Mr. Attlee did not claim to give more than “a broad 
indication of the scale of the new defence programme.” Many details 
have to be filled in before its adequacy can be judged. There are two 
standards of judgment. Will it make Britain more able to withstand 
war in the immediate future ? Will it serve to increase Britain’s 


security over the years and enable it to play a full part in the growth 
of a strong system of Atlantic defence ? The call-up of reservists 
will do something to strengthen the immediate defences of 
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the British Isles ; after that is completed, it will be 
possible to man. the anti-aircraft defences and the RAF 
control and warning systems, and to provide a respect- 
able number of full strength regular and _ territorial 
divisions at short notice. Most of the appalling adminis- 
trative mistakes which would follow on such a quick 
mobilisation will be learned in the exercise next June. 
But even in its limited sphere, the plan leaves room for 
several doubts. In the first place, the sudden threat of 
war may easily come before June. It is quite possible 
that the second quarter of 1951, rather than the third, 
will be the more dangerous. Secondly, it would be 
wholly misleading to assume that anyone will learn any- 
thing from this “exercise” except the administrative 
planners in charge of the mobilisation. No military 
instructor or commandant could undertake to give 
officers or men anything more than the simplest refresher 
training in fifteen days. If the men who are recalled 
are really to be made fit to play an immediate 
part in the army they must either spend a much longer 
period in uniform, or be recalled for refresher training 
every six months or so. 

* 


The recall of the Class Z reservists for fifteen days 
will do nothing to meet the second objective of defence 
policy—the prevention of war by the creation of a force 
strong enough to deter aggression. Their recall will not 
mean a single extra brigade or division for the defence 
of Western Europe or the Middle East. Indeed, for a 
short time, it will have the reverse effect ; since to create 
the administrative and training cadres necessary to deal 
with so large an influx of civilians cannot do much less 
than paralyse the active army for several weeks. 


It is sad that, after all the speculations and second 
thoughts, Mr Attlee and his advisers have drawn the 
wrong conclusions from a correct premise. They have 
accepted the fact that in a dangerous world complete 
equality of sacrifice is impossible. “ The basis of selec- 
tion must be the actual requirements of the services.” 
They are prepared to put forward the sound but 
unpopular argument that for men with certain qualifica- 
tions the mere wish to be a civilian is not sufficient 
grounds for exemption from renewed military service. 
But the tragedy is that they are prepared to run the risk 
of unpopularity for a policy which will increase the 
strength of the services only in the narrow context of 
home defence. This is especially unfortunate because if 
there is to be a genuine strengthening of Britain’s 
defences throughout the world, the Government will 
have to face the problem of demanding real sacrifices 
from the Class Z reservists. It would have been wiser 
to have faced this unpalatable fact at the start. 

The recall of reservists is, however, a minor matter 
that has taken too much of the public’s attention. If the 
assumptions that underlie the defence programme are 
justified, then the test of its effectiveness is not what it 
does to make more trained men available for immediate 
service: the test is what will be done to furnish adequate 
equipment for larger forces in 1952 and 1953. On this 
Mr Attlee confined hi to comparisons: he said, 
however, just enough for the general shape of the pro- 
gramme to be deduced. It seems that expenditure on 
armament production (in which Mr Attlee presumably 
included research) is to rise from the estimated {£250 
million for the current year to £500 million in 1951-2, 
perhaps to £800 million in 1952-3, and to £1,000 million 
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in 1953-4, making a total for the next three years o 
£2,300 million—or just under half of the total defence. 
expenditure of £4,700 million. These figures imply thar 
arms production is the only expanding element in th. 
programme. The rest of defence expenditure will jump 
from the current {/570 million to £800 million in 1951-) 
but will remain constant t 3 the total expendi- 
tures will rise from £1,300 million in 1951-2 to {1,600 

ion and {£1,800 million respectively in the second 
and third years. 


* 


These estimates are obviously highly provisional: it js 
difficult to believe that if the planned expansion in arms 
production were in fact achieved the Governments 
expenditure on the pay, feeding, administration and 
transport of the armed forces would be no bigger in 1952 
and 1953 than in 19§1. It looks rather as if Mr Attlee 
and his immediate colleagues have concentrated on get- 
ting their way, against the Cabinet advocates of pro- 
crastination in defence, about arms production. In effect, 
they have left the other part of the bill to be argued about 


later: there will be another bite at the cherry when the 
time comes. 


What matters now is not the total size of the pro- 
gramme over three years, but its phasing. The doubling 
of arms production in the next financial year will make 
it equivalent to about 8 per cent of the country’s total 
industrial output ; by 1953-54 the proportion will rise to 
about one-sixth. These $ are considerable, but 
they are not more than can, with wise policy, be met; 
they stop far short of conversion to a war economy. 

The conversion the Government plans is, at a rough 
estimate, to a one-third war economy, and it is to be 
spread over two years. On the general lines of the con- 
version Mr Attlee has laid down excellent principles. 
The inevitable fall in engineering exports must be offset 
by increased exports of such things as textiles, and the 
domestic consumer will be hit by this diversion as well 
as by the direct shortages of metal goods. There must 
also be some reduction in civil building and in the home 
supply of plant and machinery, though industrial invest- 
ment will be maintained as far as possible. These are 
the obvious objectives: the economic m is to trans- 
late them into policies. It is how best to make such cuts 
in consumption, and to a much smaller extent in invest- 
ment, as will free the right resources for defence and 
divert sufficient of the rest to work for exports. 


_ The area for dispute about these economic methods 
Is not wide. No one doubts that there has to be 2 
budget policy to restrict civilian demand ; no one can 
suppose that any practicable financial policy will do the 
whole job without the use of physical controls at all. The 
Prime Minister did not go beyond the generalities of 
warning the country that, in effect, there would be 4 
stern budget and there would be some controls. Ther 
are two main dangers. The obvious one is that, temper 
mentally, the Government will put too much weight of 
physical controls, and too little weight on fiscal and 
monetary methods of achieving the effects it wants om 
production and prices and even on the distribution of 
Sa But it will not, after the experience of the 
last five years, use controls with any great confidence. It 
is safe to say that the people most horrified by the pros 
pect of putting the engines of the postwar period into 


reverse, of going back to all the apparatus of bureaucrat 
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interference and frustration, are the permanent civil 
servants and some of the departmental ministers who had 
to struggle with the aftermath last time. With this, and 
with a party government’s inevitable reluctance to inter- 
fere with the voter’s living standards, the second danger 
is—paradoxically—that the Government will fumble and 
introduce some controls too slowly. The case for con- 
trols is that they can in some circumstances shift men 
and resources more quickly than can be done by the 
unaided price mechanism. They will be useful only if 
they are used soon ; and that is to say that, politics and 
economic theories apart, they can be used only in 
moderation. The main impetus to the shift of resources 
must come from a financial policy that will effectively 
cut down current consumption. 

The budget problems that this involves are difficult 
this year and will be appallingly difficult next year. They 
are soluble—whether by increased taxes or by cutting 
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non-defence expenditure—only if the Government can 
get it popularly accepted that a sacrifice of consumption 
for defence is inescapable. Once that is accepted, it 
becomes obvious enough that cuts in the part of the 
individual’s income that the Government spends for him 
are preferable both to higher taxes and to forced saving 
by inflation: without such acceptance, higher taxes will 
be inflationary and controls will lack the basis of consent 
necessary to make them effective. Here is the final test 
of Labour’s powers of leadership. “I feel,” one political 
observer said this week, “that we are being dragged 
wearily along by a spavined team of very tired old cab 
horses, when what we need is a chariot of fire.” Can 
the tired team summon up the energy and the courage 
to show that sacrifices of more than fifteen days’ camp in 
the summer are needed of everyone ? If it cannot, then 
the new defence programme will eventually have to be 
carried out—if it is not then too late—by other hands. 


Eight Pennyworth of Planning 


MORROW the British meat ration falls to eight- 
pence (which is nine American cents) per adult head 
per week ; for many families this will stretch to only one 
meat meal weekly. The questions raised concern the 
sanity of politicians and planners. For anyone familiar 
with the course of British economic policy since the war, 
it is easy enough to understand how the Government got 
itself into the position of haggling over the meat contract 
with Argentina while its bargaining position grew rapidly 
and patently weaker. What almost passes understanding 
is that the Government has failed by this stage to recog- 
nise defeat, to cut its losses, and to buy the meat avail- 
able at the compromise price Argentina has offered. 


It would be unfair to think that Mr Webb, who is in 
many respects a well-meaning Minister, is as silly as 
his arguments suggest. His is the departmental respon- 
sibility for defending the Government's policy, but it is 
the sort of policy that could be achieved only by a grand 
effort in inter-departmental muddle ; the Treasury and 
the Foreign Office have had large hands both in the 
miscalculation of Britain’s bargaining strength and in 
the actual course of the negotiations. But whatever the 
reason, the almost incredible position has been reached 
that there is meat in Argentina which that country is 
anxious to sell ; that there are consumers in this country 
who want to consume the meat and would willingly pay 
the Argentine price ; that no difficulty of shipping or 
means of payment stands in the way, but only the 
obstinacy of the British Government. Moreover, this is 
not the only case. The Ministry of Food has recently 
refused to buy bacon, eggs and other foods from Den- 
mark, Holland, Canada and other countries, and always 
for the same reason, that the price asked was too high. 
It appears to be a deliberate policy of the Ministry to 
tefuse to allow the British people to buy food they need 
and want at prices they are willing to pay. 

The official reason given for the breakdown of the 
talks is that the price asked by the Argentine representa- 
tives, even after it had been reduced in the course of 
the negotiations, remained “ quite excessive, quite 
unteasonable and quite unfair.” To say that a price is 
too high means that it is too high relatively to something, 
and Mr Webb did not make it clear by what standard 
he was judging. He might, in fact, have meant any one 


of four possible criteria. He might have meant that the 
Argentine price was excessive by the moral standard 
of the “just price”; or that it was higher than the ulti- 
mate consumers of the meat could be induced to pay ; 
or that it was higher than Britain as a community could 
afford to find the foreign exchange for ; or that it was 
higher than it is going to be shortly hereafter. Since 
Mr Webb did not specify, it is as well to examine all 
four possibilities. 

There is no doubt that the British people believe that 
they have been exploited by Argentine price policy in 
recent years and that there is a widespread desire, when 
the see-saw of bargaining advantage turns in Britain’s 
favour, to exploit the buyer’s market to the utmost. 
But it is one thing to look forward to a time when a 
sharp bargain can be struck with Argentina ; it is quite 
a different thing to be so anxious to punish Sefior Peron 
as to turn Britain into a vegetarian country, and certainly 
the British public does not want to do this. And neither 
attitude has anything to do with the “ just price.” The 
price beyond which the British Government has refused 
to go is only 7 per cent higher than was paid for Argen- 
tine meat last year. That is, to say the least, modest by 
comparison with the general advance in prices. (The 
Board of Trade index of British wholesale prices has risen 
by 20 per cent during the past twelve months.) If the 
British Government was ever reasonable to make the 
1949 agreement with Argentina, then it is being 
unreasonable now. It is rather late in the day to start 
claiming that Argentine prices are “ excessive ” by pre- 
war standards. What, on that basis, is to be said of the 
price charged to Argentina for British coal ? Even if 
comparisons are restricted to meat prices, the standards 
by which the Argentine demands can be condemned are 
not apparent. In order to get what it presumably regards 
as a fair relationship of prices to the consumer, the 
Government subsidies home-produced meat to the tune 
of some §d. per Ib and imported meat by only 4d. per Ib. 
The slightly more sophisticated argument is that the 
Argentine price has since 1938 increased more sharply 
than has the price of Dominion meat, but it is still 
remarkably naive to think that the Argentinians will 
accept as the basis for comparison a period of agricultural 
over-production when the prices they could get in the 
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British market were artificially depressed by imperial 
preference and quota restrictions. 

The second possible meaning of an excessive price 
is that it is higher than the ultimate consumer is willing 
to pay. This is manifestly not true. It may be that 
there are, here and there in Britain, families so large 
and so poor that, if the price of meat were raised by a 
penny or two a pound, they would consume less meat. 
But they must be an infinitesimal fraction of the whole. 
Fully ninety-five working class housewives out of a 
hundred would with pleasure pay slightly more per 
pound for their meat if thereby they could get more. 
That is shown by the flood of purchasing power that is 
pressing against fish, rabbits and tinned hams. 


The third possible meaning is that the country cannot 
afford the necessary foreign exchange. That also is 
manifestly untrue. The gold and dollar reserves are 
still mounting, and it is obviously better to buy needed 
food than to go on stockpiling gold and dollars whose 
purchasing power is depreciating as prices rise. 

Fourthly, the price asked may be too high in the 
sense that it can be expected to come down later if 
only the British negotiators can hold out longer than 
Argentina. This undoubtedly was the British belief 
when the negotiations began last spring and at that time 
there was some justification for it ; the Argentine bargain- 
ing position at that time seemed to be weaker than the 
British. But it has been perfectly plain for six months 
now that the boot was back on the other leg. The 
chance of lower prices was the very first casualty of the 
Korean war. 


There remains still one more possible meaning of the 
British Government’s allegation that the price asked by 
Argentina is too high. It may mean that the price is 
higher than British Ministers like or than is convenient 
for their economic policy. That may, indeed, be true ; 
but it is utterly irrelevant. 


* 


But surely the British Government cannot really be 
as silly as appears on the surface ? Surely there must 
be some hidden argument that makes sense out of non- 
sense and explains the inexplicable ? Let us try to 
imagine what it can possibly be. 

A large part of the real explanation no doubt lies in 
the peculiar weaknesses of trading by diplomacy. When 
there is only one buyer and only one seller, a premium 
is from the start placed on sheer unbudgeable obstinacy. 
And when officials have once taken up a high-handed 
bargaining position and clothed it in sovereign majesty, 
it is far harder for them than for a multitude of private 
traders to recognise the mistake and lose face. 
“Prestige” becomes important—and there is a lot of 
talk of prestige in official circles at the moment. But the 
protein content of prestige is low. 


Another possible explanation can be found in Mr 
Webb’s known personal attitudes. He came to office 
as an enthusiast in the belief that the cost of living could 
and should be reduced, notably by economies in the 
costs of distribution. It would go particularly hard with 
him to be the man who put up the cost of food, and 
though there is not a shadow of a doubt that the public 
—and virtually the whole of it—is willing to pay more 
for shiek. hake WWE 0 tak, scaount of political ssn 
within the Labour Party behind complaints of high living 
costs. As always, the Government tries to conciliate 
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its left wing, and so long as it can be shown that there 
is one family in the country that cannot afford to take , 
its meat ration, there will be left-wingers who wil] oon 
that nobody should be allowed any more. But this tangle 
of instincts and emotions has only to be brought oy; 
into the open to be made ridiculous. It is a ridiculoy 
way of keeping down the cost of living to cut out the 
living—but that is what Mr Webb is doing. To reduce 
the meat ration is hardly even fair shares, since the very 
peor, who cannot afford fish or tinned ham, suffer by i 
much more than anyone else. Indeed, there is already 
pressure on the left wing to control the prices of fish and 
rabbits—which would mean that they also would dis. 
appear and the standard of nutrition would fall still lower, 
And there is a delicious irony in the fact that Mr Webb, 
of all people, is himself driven to increase the real cost of 
food distribution ; he is paying the butchers £15 million 
a year as compensation for the uneconomically small scale 
to which their business is reduced. 

The nearest to a tenable defence of the Government’: 
policy is that it is necessary to make a stand agains 
inflation and that a rise in meat prices would lead to more 
wage claims and give a new impetus to the inflationary 
spiral. That at least sounds reasonable and patriotic. 
But when it is examined, it also makes as much nonsense 
as the rest. To begin with, contrary to the general 
belief, it is not rising prices that cause inflation, but 
inflation that causes rising prices. It is indeed necessary 
to take a stand against inflation, but to do so by trying to 
stop prices rising has about as much sense as taking a 
stand against fever by plunging into a cold bath. Infla- 
tion should be tackled at its source, which is an excess 
of demand in general over supply in general. Even if it 
were possible to hold all prices down, the only result 
would be that purchasing power would flood into any 
channel where it could get itself spent, making necessary 
a steadily growing apparatus of physical contro's. To 
hold some prices down but not others, merely because 
some affect the official index of the cost of living and 
others do not, is still more foolish. It distorts the 
standard of living, reducing the consumption of neces- 
saries and increasing that of luxuries, and it twists the 
national economy in response to this distortion of 
demand. 


Thus even when the policy of stabilising prices suc- 
ceeded in its object of keeping wages down it was of 
dubious advantage on balance. Now that the hope of 
stabilising wages has been virtually abandoned, there 's 
very little indeed to be said for it. A rise in ineat prices 
would give the trade unions a talking point. But can it 
really be supposed that wage demands will be arrested 
by creating unnecessary shortages of the ba: c foods and 
forcing everyone to buy luxuries instead ? To have 
accepted the Argentine price would have increased the 
average family’s expenditure on meat by a few pence— 
certainly less than a shilli week, and probably 
reduced its expenditure on rabbits or fish by as much. 
If any wage increase at all could be justified by reference 
to it, the proper amount would be measured in pence 
per month. In short, there is only this microscopic, hype 
thetical connection between the Argentine meat negotlz 
tions and the fight against inflation. 

One is left genuinely unable to est any halfway 
reasonable sian to the ae es on earth the 
Government thought it was doing. The planned 
economy must have reached the stage of madness that 
precedes destruction. 








eeegmweee Sears seo.ees 


Qo = 9s sy 


ae ae ae ae Le ee ee el ele ell ll Oe 








95] 


here 
€ Up 
Tgue 
ingle 

out 
lous 
t the 
duce 
very 
by it 
ea dy 
| and 

dis- 
wer, 
ebb, 
Ist of 
lion 
scale 


ent’s 
ainst 
more 
mary 
itic. 
sense 
neral 
_ but 
SSary 
Ng to 
ing 2 
infia- 
XCESS 
d if it 
result 
) any 
ssary 

To 
cause 
r and 
s the 
eces- 
s the 
n of 


; Suc: 
ras of 
pe of 
ere 1s 
prices 
can it 
rested 
is and 

have 
d the 
nce— 
bably 
much. 
rence 
pence 
hypo- 
gotia- 


lfway 
h the 


anned 
s that 





THE ECONOMIST, February 3, 1951 


245 


Convalescent Ally 


T is being said that nothing has done more to improve 
] Anglo-French relations than London’s disagreements 
with Washington over policy towards China. The 
Continent, according to this school of thought, seen in 
the British Commonwealth the third force mediating 
between angry America and defiant China, and is more 
ready to cry Vive Nehru than Vive Eisenhower. If it 
is true that a crisis in British relations with the United 
States was needed to improve Anglo-French relations, 
then something was seriously wrong between London 
and Paris. Indeed, for some time the spirit of real 
partnership between France and this country has been 
lacking. The relationship which should dominate the 
European scene has become humdrum and irritable. 
While in the United States France’s stock has been rising 
steadily, especially during M. Pleven’s visit earlier this 
week. 

It may be said straight away that the main fault in 
British policy has been lack of understanding and lack 
of faith: a failure to understand the basic differences 
in temperament and social situation between the two 
countries and an unwillingness to take political risks on 
behalf of the alliance. But this failure springs from 
certain elements in the French situation that have to 
be frankly stated. There is a feeling in this country 
that France lacks the national unity, the power of govern- 
ment, the sense of purpose and the spirit to face the 
challenge of the times. Both to the superficial and the 
close observer France presents a picture of precarious 
governments ; of a society unaware of its common bond 
and common interest; of a foreign policy that lacks 
single-mindedness and resolution and is for ever darting 
off in pursuit of bright ideas ; of an economy that has 
recovered remarkably without achieving either the 
stability or the broader distribution of wealth indispen- 
sable to a united national state. To confuse the 
observer still further, he has only to leave behind him 
the intellectual perplexity and the political intrigues of 
Paris to find in the provinces an abundance of clear- 
headed, vigorous efficient individuals, living as many 
Englishmen have forgotten how to live, revelling in their 


individualism, conscious only sporadically of the disunity 
of their nation. 


This—some Englishmen and Americans are prone to 
say among themselves—is not the ally for the dangerous 
days ahead. This is a people resi to a future in 
the second rank, that has lost faith in the nation state 
and seeks oblivion in some wider political system, that 
lacks leadership, that has shared the disillusionment of 
Candide and wants to be left to cultivate its garden. 
It is easy to make this judgment yet hard to persist in 
i. For the facts insist from time to time on a re- 
‘xamination of the verdict: the decline in the power 
and influence of the Communists ; the refusal of French 
workers to sabotage the Marshall Plan and American 
ams deliveries ; the quiet determination of the govern- 
ment to rebuild the army, and, above all (if it is national 
morale that is in question), the sharply rising birth-rate. 
In politics, too, is a certain common sense that 
‘eulling to make the best of a party system which, while 
oubtless a poor thing, is inly France’s own. The 
peasant and bourgeois virtues of France have a way of 


suddenly rising to the occasion and confuting the 
pessimist and the Communist. 


The fact is—and it is the fundamental fact which 
both British and Americans must recognise—that both 
views of France are true ; the ally is both staunch and 
wavering, both loyal and unwilling. For France is still 
convalescent. It has hardly woken from the nightmare 
of near-extinction. There is vigour in the limbs and 
the tinge of health in the flesh, but the nerves and the 
will are still uncertain. Frenchmen recall, moreover, 
the convalescence of thirty years ago, the premature 
effort the country then made, and its helplessness at 
the crisis of 1940. Now their friends tell them that 
they underestimate their own recovery and the effort 
that they could make. 

Had things gone as the wisest Frenchmen would have 
wished, this convalescence would have continued another 
ten years. There would have been a new generation in 
the army and in the National Assembly. The deep 
enmities of occupation days, far more real in France than 
straight class-divisions, would at last have healed. Heavy 


industry would have stood comparison with that of 


Germany ; agriculture would have been modernised. 
Given a reasonable distribution of this ificreased wealth, 
class conflict would have gradually subsided and with 
it the magnetism of Thorez and the glamour of de Gaulle. 
Even the political alignments might have changed, had 
there been time for the Right to return to radicalism 
and the Left to a democratic socialism. But the con- 
dition for all this to happen was peace ; a friendly or, at 
least, aloof Russia, a quiescent and controlled Germany. 
The condition has not been fulfilled—such stipulations 
seldom are—but the vision of it is still in the minds of 
Frenchmen. Such a failure to come to grips with reality 
is normal with the convalescent, and the “ neutralism ” 
of some French intellectuals is best treated as a sickly 
fantasy. 
* 


Have France’s allies been at fault ? Their basic error 
—at which the French have so far connived—has been 
to work too fast. France was encouraged to assume too 
early the responsibilities of a Great Power in the 
treacherous post-war world. (This blindness to the 
organic laws of recovery and growth has, internally, been 
the undoing of General de Gaulle.) Another French 
mistake was to aim the plans for economic recovery at 
power rather than at balance and social contentment. 
Another was to switch suddenly from the Marshall Plan 
to rearmament, from the ill-conceived suppression of 
Germany to its hasty rehabilitation. It is now clear that, 
from the standpoint of world politics and Anglo- 
American strategy, things could not have been done very 
differently, but it is well to understand how they look 
to many Frenchmen. 

What is the right and safe course for the future ? 
Clearly 1951 brings with it exceptional strain for France. 
The aim is to produce twenty French divisions by next 
year: and the back of that task has to be broken this 
year. It should mean two years’ military service if those 
divisions are to be properly trained and officered. 
Members of the Communist Party have to be got out 
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of those positions where they can do mortal harm to the 
machinery and morale of defence. The process has 
begun, but it will need great perseverance to complete 
it. Frenchmen have to face new elections, to be held 
under a new electoral system, as yet undecided. The ideal 
result would be a governmental coalition in which the 
Gaullists took part ; but no one can see clearly how that 
could come about. In any event 1951 must, if chaos is 
to be avoided, see an Assembly patriotic enough not to 
cripple the executive. The government must raise, and 
enforce, the collection of taxes for rearmament. It must 
work in harness with an American foreign policy that 
many Frenchmen regard as dangerously impatient. 


To help France and maintain its morale through such 
a year of ordeal there is much that Britain could do. 
The prime need is to restore confidence te Frenchmen 
by showing confidence in them. For, if the British and 
Americans believe them to be unreliable allies, incapable 
of resisting if Russia attacks, then in fact they will pro- 
bably prove unreliable. But if confidence is shown (and 
the very presence and steady growth on the Continent of 
American and British forces and bases is an earnest of 
this confidence), if the motives of French diplomacy are 
not openly interpreted as disloyal and deafeatist, then 
France, given time, can rise to the occasion. There can 
be, in fact, no other basis for the alliance, for better or 
for worse. 


At bottom, of course, everything depends on the 
speedy develéfment of a respectable defence force on 
the German side of the Rhine. For the revival of French 
military power can take place only at the heart of an 
impressive integrated force, largely furnished initially 
by the Anglo-Saxons. In the political field France is 
indeed ready, as its sustained efforts in the Council of 
Europe and in the Schuman Plan have shown, for 
political leadership in Europe. But here again the initial 
effort must be covered by a European grouping protected 
by Atlantic defence. 


In recent weeks the French Government has made a 
number of bids for confidence: the debate on the arms 
budget was dignified and resolute, the acceptance of the 
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bill a feat of courage ; there has been a firmer handling 
of the Communists, not only on the occasion of Genera} 
Eisenhower's visit but in the control of the civil service. 
General Juin has been given unusual powers as Inspecto, 
General of the forces ; the spirit of resistance has bee, 
revived in Indo-China. This record is no bad chin 
to confidence from France’s allies. In practical terms 
all this means for the Frenchman one thing: thy 
America and Britain should do everything they can i 
minimise the risks that he feels that he is being calle 
on to run. The Anglo-Saxons have before them the 
task defined by General Eisenhower as the gathering of 
strength to prevent war. This policy is bound to provoke 
Soviet threats, which will be deliberately and especially 
addressed at France. It is, therefore, inevitable that, jus 
as the British tend to ask caution of the Americans jp 
Asia in order to avoid a full-scale war with China, s 
—and even more strongly—will France seek to avoid 
war in Europe now. If the French contribution to the 
essential European region of Atlantic defence is to be 
secured, the geographically less vulnerable Anglo-Saxon 
powers must scrupulously adapt their own utterances and 
deeds to the unique objective of defence in Europe and 
defence only. 


Let there be an end, finally, to the whispered question: 
“* Will the French fight if it comes to the point” ? The 
question is practically unanswerable ; so much would 
depend on the circumstances in which they would be 
called on to resist, and on the state of French prepared- 
ness. Moreover, the question is not one that the 
Englishman, with the Channel between him and a land- 
invader, can fairly ask. Those who know France best 
are convinced that the French army, given a clear role 
to play in a coherent defence plan, and given the best 
training and equipment, can reach a pitch of excellence 
that will revive pride and confidence throughout the 
nation. But the condition of this is that Britain—and 
France’s other allies—support what is strong and hopeful 
in the nation against what is weak and defeatist. What 
is significant in the convalescence of an old ally is not the 
weakness that still lingers but the strength that is being 
slowly gathered. 


The Importance of Tito 


HE next test of strength between the Soviet Union 
and the free nations may well come in Jugoslavia ; 
and it may come within a few months. There are many 
other weak points in the long chain of frontier posts 
between the free world and the Soviet empire, but a 
forward move at most of the others—in Persia or in 
Germany, for example—would immediately and directly 
involve the Red Army itself. It is cheaper and safer 
for the Russians to let the satellites do the job. That is 
why the finger points at Jugoslavia. As for the timing, 
Tito’s most serious present difficulty is a shortage of 
food, which would seem to suggest that if he is to be 
attacked it will be before the harvest. These are 
deductions, and inevitably tentative. But there is enough 
probability in them to raise the alarm. The western 
governments may, one day this spring, be confronted 
with the urgent need to make a painful decision. They 
ought to clear their minds beforehand and not be caught 
mentally unprepared. 
It will shortly be three years since the breach between 


Stalin and Tito showed itself to the world. Few people 
in the west have any idea of the violence of the political 
conflict or propaganda war that goes on, month afte! 
month, in a corner of south-east Europe. The excited 
speculations of a year or two ago about the significance 
of “ Titoism ” have been pushed into the background by 
the rise of Mao Tse-tung ; and the Tito-Stalin verbal 
battle now catches the headlines only when the Comi- 
form contrives some particularly picturesque device for 
projecting its propaganda into Jugoslavia. But the due 
goes on all the time, and always with increasing virulence 
and vigour. On the one hand stand the Jugoslavs assert- 
ing that the Soviet Union has strayed from the correct 
Marxist-Leninist path and has acquired dangerous 
aggressive, imperialist and hegemonistic tendencies. 
“ other hand stand the Soviet satellites, es 
ungary and Roumania, asserting with equal ferv 
that Marshal Tito has become emai and lackey of the 
Anglo-American imperialists, whose economic aid ' ? 
preliminary to capitalist exploitation, and who plan to us 
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his territory as a base for aggression. They imply that 
their armies may soon feel called upon to “ liberate ” the 
Jugoslavs. 


® 


The western powers cannot afford to treat this increas- 
ingly bitter exchange of incivilities as something which 
is of no concern to themselves. Nor can they be content 
simply to sit back and enjoy the spectacle of Stalin being 
so effectively trounced with weapons taken from his own 
ideological armoury. The parallel with Korea is becom- 
ing too exact. Marshal Tito is being continuously 
attacked as a dupe of the Anglo-Americans just as was 
the Republic of South Korea. Provocative incidents, for 
which the Cominform governments are responsible, 
abound along the Jugoslav frontiers just as they did along 
the 38th parallel. Add to this the undisputed fact that 
Marshal Tito is a thorn in the flesh of the Russians— 
indeed of the whole East European hierarchy—which 
they would give a great deal to have removed, and it is 
difficult to avoid the conclusion that the next Soviet 
venture in aggression by proxy might well be directed 
against Belgrade and across the 46th parallel. 


If he is attacked, Marshal 
Tito will certainly appeal 
for aid to the United 
Nations. The answer that 
he gets will depend, in the 
first place, on the attitude 
of the United States, but in 
the second place on that of 
Great Britain. Britain can- 
not do anything without 
America ; but it is unlikely 
in the highest degree that 
Washington would commit 
itself to decisive action with- 
out complete support from 
London. Unfortunately, this 
is not a case in which a: 
it is obvious at the first sight what answer should 
be returned. It may be as well to start the discussion 
by tabulating the arguments that will be heard against 
giving the Jugoslavs anything more than token assistance. 


1. Jugoslavia is not a free democratic state. It would 
be idle and foolish to deny that its present rulers are 
Communists, and have every intention of remaining 
Communists. They believe in the dictatorship of the 
proletariat, and they govern by the methods of the police 
tate ; there is no reason to suppose that Marshal Tito 
would wish—even if he thought it reasonably safe—to 
subject his regime to the hazards of free elections or 
tolerate the existence of a legal opposition. It is true 
that, during the last six months, the Jugoslav leaders have 
begun to temper their totalitarian rule by a number of 
uberalising measures ; but they are not intended to turn 
Jugoslavia into a democratic state. To support Belgrade 
%gainst Moscow would be to support one form of Com- 
munist tyranny against another. 


2. Tito is an unreliable ally. For a long time after 
the breach with the Cominform he adopted a position of 
= ae between east and west, and - he - 

recently appeared to depart from it, that has only 
been because of his desperate need for credits from the 
es countries. The voting of the Jugoslav delegate 
° the Security Council in the early stages of the Korea 
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affair shows how little sympathy there is between 
Belgrade and the western capitals in matters where 
Jugoslavia’s own safety is not concerned. 


3. There is no specific obligation on any of the western 
powers to defend Jugoslavia. 


4. Any resources devoted to assisting Tito would 
necessarily be subtracted from the resources available to 
the western powers for defending their own safety. 


5. Even if Jugoslavia were reabsorbed into the Soviet 
Empire, that would merely restore the position as it 
existed between 1945 and 1948, when it was regarded 
as unfortunate but not tragic, and certainly not worth 
fighting about. 


* 


These are the arguments that will be used for inaction. 
Nevertheless, it requires very little imagination to see 
what a disaster it would be for the cause of the western 
countries if Jugoslavia were allowed to fall to an attack 
by the three Soviet satellites. These also can be seen 
most clearly if they are set out in order. 


1. The importance of Jugoslavia does not lie in the 

3 nature of its government 
and policies, but in its 
geographical position. If 
Jugoslavia fell, the southern 
end of the Anglo-American- 
French line in Germany 
and. Austria would be 
considerably weakened and 
partly outflanked. More- 
over, the difficulty of 
defending Greece and 
Turkey — to which the 
western powers are publicly 
pledged—would be seriously 
increased. Hostile air power 
would be brought several 
steps closer to Italy and 
sea-routes to the Middle 


to the Mediterranean 
East. 

2. There is another strategic argument. Mr Churchill 
has always emphasised the importance of the Balkans as 
a port of entry for the assertion of western power on 


the Continent. If the enemy were Russia rather than 
Germany, this argument would have added force. A 
firmly held Jugoslavia in close defensive alliance with 
Greece and Turkey—if that could be brought about— 
would stand on the flank of any Russian advance in 
Northern Europe. It would open the way for a riposte 
towards a vulnerable Bulgaria and the satellite’s com- 
munications with the Soviet Union. 


3. A demonstration that a clear case of Communist 
aggression in Europe was not resisted by the western 
powers—however special the circumstances—would act 
throughout Europe as another Munich. The sharpest 
and most immediate effect might well be in Italy, which 
would feel itself left alone face to face with the Com- 
munists. If Italy went, France, once again threatened 
on two fronts, would lose even such resolution as can 
now be mustered. Even though there are no specific 
obligations to Jugoslavia, a failure to provide help would 
all too probably dissolve the alliance that has been built 
up with such pain in Western Europe. 


4. There is also the general obligation. The Charter 
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of the United Nations is concerned with aggression by 
one state on another ; it is not concerned with the internal 
politics of its members. An aggression on Jugoslavia 
would be a perfectly clear-cut case under the Charter, 
and failure to act would be the end of the United 
Nations. 

* 


These arguments, when their implications sink in, 
ought to be decisive. However reluctant the Atlantic Pact 
powers may be to add to their burdens or to extend the 
risks that already appal them, they cannot afford to let 
Jugoslavia fall. It is essential that public opinion in 
Britain, and particularly in America, should be fully 
informed of the real importance of the case, so that if 
and when the answer has to be given, from one day to 
the next, it can be given clearly. It is not with a hight 
heart that anyone can recommend still another extension 
of a line of defence already stretched dangerously thin. 


NOTES OF 


The latest move in the United Nations handling of 
China is better than most political compromises. Honour 
is semi-saved and American indignation soothed by the 
Political Committee’s decision—by a large majority—to make 
a formal statement that Peking’s intervention in Korea was 
and is an act of aggression. The British and Commonwealth 
desire to stop short of sanctions until there has been a further 
effort at negotiation is also met. Both morality and expedi- 
ency have had their say, and some of the more obvious cracks 
in the Anglo-American partnership have been painted over. 
Although he did not intend to stiffen the Political Commitee’s 
attitude, Sir Benegal Rau’s intimation that the condemnation 
of China would “ extinguish all hope of a peaceful settle- 
ment ” had that effect. Even a deeply divided United Nations 
has a sense of face. 


With the military situation uncertain, the Chinese would 
not be clever to refuse now all talk of negotiation. It is the 
Russian, not the Chinese, interest to keep the Americans 
in a state of exasperation and the British divided in their 
imterpretation of Peking’s real purpose. If their mood of 
military arrogance is passing, Peking’s diplomatists should 
be able to see that a considerable body of opinion has been 
built up that favours in principle their claim on Formosa 
and a seat in Uno, but can be easily alienated or neutralised 
by sabre-rattling. 

Opinion in the free world is still making up its mind what 
the role of China in Asia is likely in the long run to be, and 
the impressions made in the next few months are likely to 
persist for a long time. 


x x * 
Puzzle on the Battlefield 


The small scale offensive by the Eighth Army on the 
west coast of Korea begun ten days ago has run its course and 
the main Chinese defence positions south of Seoul have been 
encountered. On the coast fighting patrols have come up 
against strong defensive positions half way between Suwon 
and Seoul. In the centre there is still a fluid battle of small 
skirmishes around the road centre at Wonju and on the east 
the enemy are at Kangnung close to the 38th Parallel. What 
has been so surprising in the past weeks is not that the Eighth 
Army has finally encountered stiff opposition, but that the 
gap between the main positions of the opposed armies should 
have been so wide. fidence in the military capacity of 
General MacArthur and General Ridgway, somewhat shaken 
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But the consequences of refusal might well be disastroys 
and it is the task of statesmanship to see that the grounj 
is prepared and the resolution screwed up. 


Fortunately, it is possible to conclude with a few com. 
forting observations. First, there is no other possibje 
case of Russian aggression that would so unite opinion 
against it, at least in the European countries. Many men 
of the Left—whose sympathies are now all for Chin, 
as against America—would be on Tito’s side rather thar 
Stalin’s. The Communist parties in the west would ke 
definitely on the defensive. Secondly, though th 
physical problems of helping Tito would be very grea 
he does not want the resource of which the west js 
shortest. He has plenty of trained manpower—j 
divisions of it—and would presumably not call fo 
massive reinforcements of ground troops. Thirdly. 
if western opinion can be aroused to the problem and 
can express itself clearly, the attack, threatened now for 
three years, may never come after all. 


THE WEEK 


by the speed of the Eighth *s original withdrawal from 
its position ligy = 38th Parallel, has been restored by the 
present policy of aggressive patrolling and of keeping the 
Chinese forces off balance by severe jabs at their" donee 
pemnee. The feeling that they are not embarked upon 
orlorn hope preparatory to being swept into the sea has done 
much to raise morale in the Eighth Army. 

There is now so little precise information reaching the out- 
side world about the operations in Korea that any accurate 
judgment of Chinese intentions is difficult. Their failure 
to continue their advance southwards came as a genuin 
surprise to the United Nations commanders. It has given 
rise to a glint of confidence that the United Nations forces 
can put up a permanent resistance to the Chinese forces, not 
because the disparity in numbers is diminishing but because 
the capacity of the Chinese a for sustained attack does 
seem to be limited by some combination of factors—lack of 
mobility, inadequacy of supplies, the United Nations ar 
effort, the weather or the quality of the individual Chinese 
soldier. The Korean spring is now only a few weeks away 
and, with the whole country covered in melting snow and 
floods, it seems improbable that there will be any decisive 
battle within the next month, unless the Americans, making 
use of their new mobility of action, decide to launch an attack 
themselves with all the devices for overcoming mud and wate! 
which were employed in the offensive’against the Germans 0 
the Rhine in the early months of 1945. 


* * 7 
What Aim Now in Korea ? 


During the last few weeks there has been much tak 
about a settlement by negotiation in Korea, but hardly 20 
indication of what terms the United Nations majority, 2¢ 
Britain and America in particular, would seek to obtan © 
such negotiation. All the “terms” have come from tht 
Chinese side, and on the UN side the aims of the strusel 
seem to have been lost to view in a fog of uncertainty. I 
is essential, nevertheless, to consider what objective in Kore 


ad both desirable and attainable after all that has happen 
there. 


It has been significant that the Chinese have emphasised 
again and again “withdrawal of all foreign troops” fro 
Korea. It is clearly their belief that such withdrawal wo 
eventually produce a state of affairs satisfactory to themselves 
and the North Korean aggressors. The United Nations has 
to ask itself what guarantees would be given and enf 
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that large numbers of South Koreans who fought and worked 
for their Republic would not be victimised. Without such 
guarantees there would certainly be a reign of terror, if not 
a persistent and bloody guerrilla and civil war. The hundreds 
of thousands of refugees that retreated before the Chinese 
armies tell their own tale. 

The Good Offices Committee now set up at Lake Success 
should do its best to find out whether Peking is ready to 
consent to free elections for the whole of Korea under Uno 
supervision. But, as the whole trouble has been from the 
beginning that the Communists refused to have such super- 
vised elections, it is hard to see any reason why they should 
accept them now. What they mean by the settlement in 
Korea being “left to the Koreans themselves ” is, of course, 
something quite different. If China and North Korea will 
not have supervised elections, Uno should go back to the 
original design of restoring South Korea with its frontier at 
the 38th Parallel as it was before the attack last June. Uno 
should issue its own cease-fire terms—the 38th Parallel to 
be the armistice line between the two armies. Unsatisfactory 
as the partition of Korea has been, it is better that the prin- 
ciples of the free world should be victorious in one half of 
the country than not at all. 


* * a 


Reactions to Defence 


The Prime Minister’s statement on Monday on the 
new defence programme has caused both relief and alarm 
within the Labour Party. The decésion to call up a large 
number of Class Z reservists for only fifteen days has removed 
the fear—which has so clearly agitated some ministers as 
well as back benchers—that the Chiefs of Staff were going 
to demand some act of political suicide on the part of the 
Labour Party. But the economic commitments when set out 
in black and white have given great cause for alarm. For 
this reason discussion within the Labour Party has centred 
not on the effectiveness of the new programme to deal with 
the military situation, but on its economic implications and 
upon the diplomacy that underlies it. As the realities of 
the Atlantic alliance become clearer there is a growing sense 
of uneasiness in the Labour Party, which can best be seen 
in the disquiet felt by several moderate Labour members 
over Britain’s attitude towards German rearmament. On 
the other hand, the active “ neutralists ” or fellow travellers 
are getting more vocal not more numerous. Mr Attlee, 
even though unsupported by Mr Bevin or Mr Shinwell, for 
both of whom he is deputising, had little difficulty in dis- 
posing of his critics at this week’s meeting of the Parlia- 
mentary Labour Party—although he may have to face another 
special meeting next week. 

The result of the division in Thursday’s debate on coal 
was not known when The Economist went to press, but it 
would appear that influenza germs have been scattered with 
sufficient impartiality to prevent a Government defeat. The 
division is in any case on a motion to go into Committee of 
Supply and is therefore not technically one of confidence in 
the Government. The Opposition have chosen not to make 
this a vote of censure, despite the weight of feeling in the 
country, because they wish to reserve such a vote for a 
debate on the steel industry before the vesting date of 
February 15th. The Government is more or less bound by 
the traditions of the House to grant facilities for a vote of 
censure, but after a passage of arms with Mr Morrison last 
week Mr Churchill is not anxious to incur the odium of 
asking for such facilities too often. The real focal point of 
Political interest is the debate on defence the week after next, 
— — even such issues as steel nationalisation look a 
ttle pale. 

Whether or not the events of the next few weeks show 
that Labour can continue to the country, there can 

No question about the Prime Minister’s capacity for 
ibsorbing other men’s burdens. He has had sole charge of 
“reign policy and Commonwealth affairs during one of the 
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most delicate and difficult periods of diplomatic relations 
with the United States and the Commonwealth. In addition, 
he has been deputising for the Minister of Defence ; and 
since the scope of the Class Z scheme involves a much larger 
call up than was contemplated at an earlier stage by the 
Ministry of Defence, it can be presumed that the defence 
statement also bears, in part at least, Mr Attlee’s own imprint. 


* * * 
Manpower and the Unions 


In his statement on defence Mr Attlee seemed almost to 
go out of his way to hint at the possibility of resorting to 
direction of labour. Certainly the labour problems created 
by rearmament look like being harder to solve even in the first 
year of the programme than were those of 1939 and 1940. 
Numerically, of course, the required movement of men into 
defence industry is far smaller ; but the obstacles to even the 
smallest movement between industries, in conditions of 
brimful employment, have been amply demonstrated since 
1946. The plans for arms production are now on too big a 
scale for all the expanding factories to find their workers 
within daily travelling distance, and any appreciable move- 
ment of men demanding new homes is bound to involve 
inconvenience and hardship whatever the incentives or com- 
pulsions to move and however willing the “support and 
co-operation from managements and men” of which the 
Prime Minister felt confident. 


In practice the unions are disinclined, in conditions of 
neither peace nor war, to submit to any measures that they 
do not see to be obviously necessary. A return to direction 
of labour would involve them in awkward political difficulties. 
For the past two years most of the large unions have been 
engaged in bitter internal feuds with their Communist 
members ; the success they have so far achieved might well 
be undermined by a measure that could be attacked as an 
unwarranted interference with the rights of the worker. The 
union leaders certainly have not at this stage the self- 
confidence willingly to stand up as the champions of a policy 
that would send some of their members away from newly 
established homes to billets or hostels. On Wednesday Mr 
Bevan and the National Joint Advisory Council, representing 
the employers’ organisations and the trade unions, agreed on 
measures tO improve training facilities and to speed up the 
Ministry of Labour’s machinery for placing workers in jobs. 
Those are necessary devices, but they will not in themselves 
do more than make the movement of labour quicker if the 
impetus for it exists. The unions would no doubt loyally 
risk unpopularity if they were convinced of the necessity 
for direction, but if the Government is really thinking 
seriously about it Mr Bevan has a very large job of enlighten- 
ment and persuasion to do quickly. It would be politically 
easier, as well as more effective, to concentrate on making the 
economic inducements to change jobs a little stronger. 


* * * 
Illegal Strikes 


In the adjournment debate last Monday the Attorney- 
General, Sir Hartley Shawcross, explained in detail the 
functions and duties of his department in the initiation of 
criminal prosecutions, which he shares with the Director of 
Public Prosecutions. The two recent cases most in the public 
mind are the private prosecution for murder at Arundel and 
the prosecution, or non-prosecution, of those involved in 
illegal strikes or lock-outs. The gas workers in North London 
were prosecuted. Neither the master printers nor the 
compositors were. Why the distinction ? 


The Attorney-General described his discretion as “ quasi- 
judicial ”—which is using the word “quasi” very widely 
indeed. A decision not to prosecute on a murder charge is 
one thing ; a decision not to prosecute an employer or an 
employee under the defence regulation that makes some 
strikes and lock-outs illegal cannot help but be something 
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very different. As Sir Hartley said, the Attorney-General 
must take into account the effect of a prosecution, and of its 
success or failure, on public opinion, on the authority of the 
government machine itself and on industrial relations in the 
particular industry affected. All this is very true and, of 
course, these are the considerations that le behind the 
arguments that industrial peace cannot be secured by either 
the threat or the reality of a police-court summons. In 
short, an Attorney-General must attempt to weigh the 
strength of public opinion in general and the state of feeling 
among the workers directly involved in particular. Sir 
Hartley went on to say that he would not hesitate to prosecute 
in “the appropriate cases and at the appropriate time” (a 
phrase which begs most of the questions). The most startling 
thing in his speech was his statement that the North London 
organiser of the AEU is an avowed Communist and has in 
his office as a clerk (or, as Sir Hartley suggested, possibly 
as an invigilator) a man who had been sentenced to six years’ 
imprisonment in 1938 for acting as a professional spy for 
Russia. If unions allow their offices to be staffed in this 
way, they will have remarkably little moral backing for any 
protest they may make against a prosecution of any of their 
members who are involved in an illegal strike. 

Any discussion of the duties of the Attorney-General in 
these cases invariably leads to a series of generalisations. It 
is for Parliament to lay down when a strike or lock-out 
becomes illegal and the Attorney-General is not individually 
to be blamed if the present regulations are obscure and to 
a certain extent out-moded, as they are. It is for the unions 
to enforce their own internal discipline and to be a little 
more energetic in dismissing from membership men who 
refuse to accept a settlement negotiated by the union itself. 
It remains for the Attorney-General to decide whether any 
particular prosecution will do more harm than good. No 
one can decide that but he, and no one can lay down in 
advance how he should decide in any particular instance. 
Sir Hartley has a good record in this respect so far, but he 
must be very concerned about the burdens that may fall on 
him in the coming few months. 


* * x 


American Food for India 


While Mr Nehru’s main public preoccupation is with 
American “ intransigence ” towards Communist China, some 
of his colleagues in Delhi are worried by more urgent 
domestic problems. India faces a disastrous famine and all 
the hopes of the Minister of Food, Mr.Munshi, are pinned 
on obtaining speedily from the United States 2,000,000 tons 
of wheat. A formal request for this wheat has been sent to 
Washington, accompanied by a plea for “concessional ” 
terms—that is, for either an outright grant or long-term 
credits. The request is now being considered by Congress. 


The task of the US Administration has not been made 
easy by the role India has played in the Korean question. 
What has come to be called “ Nehruism ”—in American eyes, 
the appeasement of Chinese aggression—causes deep resent- 
ment in the United States. Probably it is most acute in 
the Middle West, which is simultaneously the stronghold of 
the “ Asialationists ” and the area from which the grain must 
eventually come. Moreover, critics of Mr Nehru are peint- 
ing not only to talk but also to deeds. For the West jute is 
one of the strategic raw materials, and the United States 
has for some time taken the lead in seeking to limit deliveries 
of these to the Communist world. Yet early last month 
Delhi announced a new trade agreement with the Peking 
Government, which would provide it with 37,000 bales of 
jute and jute goods. In exchange India is to receive some 
50,000 tons of rice—a return which is ludicrous in the light 
of India’s total needs ; 50,000 tons of rice is equivalent to 
about 0.13 per cent of its annual rice consumption. To 
have risked alienating American sympathy for such a trivial 
gain argues either poor business acumen or else tactlessness 
carried to the point of arrogance. 
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_ There is a good chance that the wheat will be Provided 
and that American humanitarianism will not ask too map 
questions when it is a matter of relieving starvation, i 
giving the wheat there are also signs that the American; 
may lean over backwards to avoid any suggestion that 
political advantage should be taken of a people’s weaknes 
If so, that will be greatly to their credit ; but their difficulty 
in doing so should be appreciated in India, Y 


x * w 


Fiddling with Federalism 


The main quest of the Council of Europe is still to get 
“real functions with limited powers” for a European 
authority. The federalists and functionalists having talked 
themselves out on the subject in the European Assembly 
last November, Sir David Maxwell Fyfe and his committee 
of seven were sent away to define on paper the airy com- 
promise which had been reached. Now the governments 
of Europe have'been duly presented with the finished protocol 
(discussed in detail on page 266). In theory they must be 
ready to say what they think ebout it when the officials 
appointed by the Committee of Ministers to consider changes 
in the Statute meet again on February 20th. They may be 
relieved of this embarrassment by the Assembly itself which, 
in the person of six representatives, is at present tapping its 
way over the ground with three of the officials. This may 
result in the new protocol being consigned at least to the 
cold storage, if not the deep freeze, of “further considers- 
tion.” 

But governments cannot count on this easy escape. 
With some skill a compromise has been produced which 
provides for a limited transfer of national sovereignty, but 
does so on terms which go some way towards the British 
position as defined by Mr Ernest Davies last November. 
Britain was not, he said¥ opposed to all supranational inst- 
tutions ; what it objected to was having to sign a blank 
cheque drawn on its freedom. And now, under the protocol, 
sovereignty would legally be surrendered only at the speed 
and in the fields that governments themselves chose. 


The device cleariy will not do, but it may be difficult and 
embarrassing to explain why not. The root of the trouble 
is that once the Council becomes a legislative body the 
damage is done. Governments may in law retain the safe- 
guard of the veto, but they can only use it in circumstances 
which would make its use politically embarrassing. It was to 
avoid just this predicament that Britain urged the Council to 
proceed by specialised authorities with some loose affiliation, 
rather than by assuming general legislative powers. While 
none claimed that this met the Continental case for making @ 
reality of European unity, it at least suggested some avenut 
of progress without head-on conflict. The arguments for 
avoiding collision now are even more compelling than they 
were four months ago—a reason, among others, why the 
Continentals may not force the pace on the new protocol. 
It remains for the British to see that, if they are pressed. 
they break into a diverting caper and not the galumphing 
trot of their previous performances. 


* * * 
East Mediterranean Defence 


There is evidence that both the Americans and the 
Russians are thinking of adjustments in their respecte 
Middle Eastern defence policies. In the autumn Turkish 
confidence in the Americans was shaken by an article by the 
chief of staff of the American combined services, Genet! 
Omar Bradley, which argued, reasonably enough, tha 
America could not accept military commitments everywhert. 
Unfortunately the General listed Turkey and Persia among 
the places where “local wars” could be left to themselves. 
But confidence is being restored. The news items that have 
brought this about are the visit of Admiral Carney, Ameri? 
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Naval Commander-in-Chief in the East Atlantic and Mediter- 
ranean, to Ankara and Athens, the announcement that Sir 
Brian Robertson, British Commander-in-Chief in the Middle 
Fast, is going to Turkey and Israel this month, and the 
conference last week of British and American naval, military 
and air commanders at Malta. The Turks, meanwhile, are 
holding military conversations with the Greeks under the 
fringe of the Nato umbrella. 


The Russians are pursuing matching activities. They have 
quickened their overtures to Persia ; they have also stepped 
up their propaganda to dissatisfied elements among the 
Middle Eastern populations ; and they have appointed one 
of their best young military brains, General Shtamenko, as 
chief of staff on their “ Southern front.” All this may be 
pure routine, but what is not so is their patent anxiety over 
the likely strengthening of Anglo-American defence arrange- 
ments in the Eastern Mediterranean. This is plain from the 
yolume and variety of their radio onslaught on any such 
project, which takes the form of turning local feuds to account 
and picking trouble between Britain and America. Thus 
the Greeks are being told they will be “ put under Turkish 
commanders,” and the Arabs that any western talk with 
Israel is a “ plot to colonise and divide the Arab world.” 
Saudi Arabia and Persia are being warned that Washington 
is scheming to “draw them into the Mediterranean bloc,” 
and Britain and America are pictured as quarrelling over its 
leadership. 


This attempt to drive a wedge between the western allies, 
though it paid dividends in Palestine and Korea, is unlikely 
to do so now in the area between Malta and Persia. For (as 
a reviewer points out on page 258) Anglo-American interests 
are there identical. To diddle audiences into thinking the 
opposite may be a satisfactory gambit on a day to day basis. 
But supposing the propagandist diddles himself also? Who 
then is the loser ? 


* * * 


Go Slow on Defence 


There seems little doubt that the dispute about piece- 
work rates in armament and engineering works in Manchester 
and Barrow and in ship repairing firms on Merseyside is one 
more attempt to disrupt defence industry. The dispute 
arises Out of dissatisfaction with the recent wages agreement 
made by the Confederation of Shipbuilding and Engineering 
Unions. The agreement raised the wages of lower-paid 
workers and time rate workers, but it increased the rates of 
pieceworkers only up to a certain level. Any pieceworker 
who earned more than 45 per cent above the basic rate 
received no increase at all. Some 70,000 workers have now 
refused to work overtime until their demand for a 17} per 
cent increase in all piecework rates has been granted. 


If the unions were dissatisfied with the interpretation of 
the agreement, they were fully entitled under the agreement 
to refer the matter to their national executive for settlement 
with the employers. There was, therefore, no cause for 
heat-strike action, and had it not been for Communist agita- 
tion the matter would probably have been settled amicably. 
As it is, the dispute is the work only of local branches of 
the confederation, and apart from a sporadic outburst on 
Tees-side, it has not been repeated elsewhere. Other local 
branches have followed the reasonable course of normal 
hegotiations with the employers concerned. 

It seems likely that the dispute will be brought to an end 
Pi ae ee executive of the confederation and 

, 0 engineering employers’ organisation are 
fee on Monday. But in the interval, important work 
ot defence has been seriously delayed. It is surely as 
intolerable to the leaders of the unions as to everyone else 

a few men, representing at best only a small minority 
of the workers concerned, should be able to make such a 
duisance of themselves, 
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A Rise in Rates 


____Ratepayers will have to dip still deeper into their pockets 
in the coming year. The salaries of teachers and medical 
officers of health and the wages of transport workers, crafts- 
men and certain manual workers have all risen. Raw materials, 
equipment, stationery, and the like are more expensive. 
Figures of rate increases for a number of authorities are 
given in the Municipal Fournal for January 26th. Rate 
expenditure for all of them has risen, in some cases very 
sharply. The examples quoted in the journal could be 
multiplied all over the country. In Manchester educational 
expenditure is expected to rise by £500,000, and the rate 
from 20s. to 23s. 1d. in the pound. Bristol will probably 
have another 1s. on the rates. In Liverpool transport costs 
are rising alarmingly and the city faces a deficit of £516,000 
unless fares are increased. The Highways Committee in 
Cornwall has to raise another £40,000 to meet increased costs 
of wages and materials. In York the City Treasurer has 
stated that to meet estimated capital expenditure an extra Is. 
in the pound will have to be found in 1951-52, 2s. 6d. in 
1952-53, and 5s. 3d. in 1953-54. The increase is sharpest 
of all for education authorities. The new Burnham scales 
will cost Middlesex £1,000,000 a year, Worcestershire 
£200,000, Norfolk £190,000—and so on. 


The question at issue is whether this upward trend will 
compel local authorities to retrench, and, if so, where ? 
Committee government is not well adapted to determining 
an effective system of priorities, and the axe is liable to fall 
where economy is convenient rather than where it is wise. 
Several authorities have already chosen to ignore one of 
the most important recommendations of the recent Burnham 
award to teachers—the payment of extra allowances to 
outstanding teachers. Housing is* an obvious field 
for economy—especially if Dr Dalton is prepared to give 
more licences for private building without subsidy. The 
cost of the local health services—particularly those for 
home-helps, nurseries and ambulances—has been growing 
rapidly, but a cut of the home-help service would increase 
the pressure on the hospitals. Middlesex has already adopted 
a policy which will result in the closure of most nurseries. 


Though some other services are statutory and cannot be 
avoided, within these and within those that are non- 
statutory there remains a number of lesser economies which 
are collectively large. But there would be a greater incentive 
to local authorities to economise if the central government 
were to lower some of the quite unnecessarily high standards 
it tries to impose on local atthorities—and if it went some 
way to reducing the expenditure that falls on the taxpayer. 


The House-Party Under Review 


The Civil Service Commissioners have now reviewed the 
experiment of testing candidates for the Civil Service by a 
selection board (CISSB) in a report* which makes it clear 
that most of the criticism of the experiment was ill-informed. 


* Criticism came almost entirely from those who had not 


seen CISSB at work. Of the visitors who could judge the 
methods at first hand and who were asked for comments 
all but one favoured the retention of CISSB for a future 

tiod. On the question of cost the Commissioners quote 

gures to show that there is relatively little to choose between 
the costs of the normal written examination at about £3 
per candidate and that of CISSB at about £29 a candidate 
To the charge of social bias the answer in the report is that 
a much higher proportion of men who had not been to public 
schools and of candidates from the provincial universities 





; * a on the Civil Service Selection Board. HMSO. 
$. 
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entered the civil service by way of CISSB than by the con- 
ventional route before the war. 


A disinterested observer of CISSB at work could not help 
feeling that a system which gave the board an opportunity 
10 observe a candidate under a number of different circum- 
stances, alone and in a group for three days, made possible a 
much more reliable assessment of character than a board 
interviewing a candidate for a single hour. It is, in fact, 
a prolonged and particularly efficient form of interview. 
What the CISSB method does not do is to give the candi- 
dates a searching written examination, and there are those 
who believe that the prewar examination is the best method 
of all. Until 1957 almost all Foreign Service vacancies will 
be filled through CISSB and 25 per cent of the Home Service 
vacancies—though not, as hitherto, at the “country house 
party” at Stoke D’Abernon but at the Commissioners’ own 
headquarters. The remaining 75 per cent will be filled 
through the conventional written examination. Until then a 
final judgment may be premature. But there appears to be 
a good case for the permanent retention of this method, 
which in one form or another has been adopted by several 
large industrial firms. In future almost all candidates will 
come with university honours, which should be sufficient 
proof of intellectual ability. The task of CISSB will then 
be to test whether this ability is of a kind likely to be valuable 
for government service, and there seem to be good grounds 
for thinking that it can perform this limited function well. 


* * x 


Holland’s Dilemma 


Three things have happened in Holland in the last few 
weeks which might seen to have a common motif. General 
Eisenhower has called at The Hague, and well-substantiated 
rumour has it that he was displeased ; General Kruls, the 
Commander in Chief has been dismissed ; and the Cabinet 
has resigned. There is, in fact, probably no direct connection 
between these events. The quarrel between Kruls and the 
Defence Ministry is of longer standing than the pressure for 
rearmament, and rumours that the rest of the general staff 
were following in sympathy have to some extent been allayed 
by the fact that his lieutenant, General Calmeyer, has 
resigned only to become adviser to the Defence Minister, Dr 
Jacob. 


Admittedly, it is primarily over defence that the Govern- 
ment has fallen, though Dr Stikker actually resigned in the 
debate on Indonesian claims to New Guinea. But the reason 
for the fall was not so much that they disagreed over the need 
to do something, or that they had really lost the confidence 
of Parliament, but that the Cabinet, as then constituted, was 
shying away from responsibility for the economic and social 
consequences of what had to be done. Only this will satis- 
factorily explain the alacrity with which Dr Drees and the 
rest of the cabinet followed Dr Stikker, although the Liberal 
motion against them was defeated by 75 per cent in the 
Chamber. 


Here, in miniature, is the political problem which all the 


European democracies face, and the real reason why, despite . 


much goodwill and growing realism, progress has been so 
slow. It is particularly disturbing that it should have 
happened in Holland where the Government already con- 
tained the four major parties, notably the Labour and 
Catholic parties of the Left which control two-thirds of the 
Chamber. No new Government could possibly rule without 
them ; it could scarcely be formed on a broader basis than its 
predecessor ; and it is highly improbable that a right wing 
prime minister would find the problem any more tractable 
than the Labour Dr Drees. It looks, therefore, as if the old 
cabinet will have to return much in the present form, with a 
little reshuffling at the top perhaps in favour of a Catholic 
Prime Minister. It can only be hoped that its resignation 
will somehow imbue it with the courage that it lacked before. 
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Still No Police for Dr Adenauer 


The mountain of German rearmament has not yet given 
birth even to the mouse of an armed police force. Dy Lehr 
the Federal Minister of the Interior, recently divulged that 
the Republic has at its disposal no more than three hundred 
men. Yet, as far back as last September, the Western Foreign 
Ministers gave Dr Adenauer permission to set up a mobil 
force which could cope with Communist disorders. The 
intervening months have passed in fruitless disputes with the 
individual state governments about competencies and the 
Constitution. The principle of decentralisation which the 
French and Americans insisted upon when the Republic was 
in formation has been all too zealously carried out by the 
German state governments. The fact that they have blocked 
the central police would not be so important were it not 
that Dr Lehr, like Mr Chuter Ede, cannot rely upon the 
voluntary help of local police were a national emergency to 
require pooled forces. Moreover, there is only one revolver 
available for every two men in the local bodies. 


To get round the constitutional hurdle, the Bonn Govern- 
ment has now introduced into Parliament a Bill calling for 
the establishment of a frontier guard of some 6,000 men 
under its command, This has met with strong opposition 
from the Socialists, who denounce it as disguised remilitarise- 
tion, and point out that most of the police officers who 
have so far been trained are former members of the SS. 
State interests also complain because the force would be 
stationed along the Eastern frontiers instead of being dis- 
tributed among all the Federal states. 


There is no cause to fear that the Soviet German armed 
SS—the Bereitschaften—will take advantage of this situation 
by invading the Federal Republic. The guarantee given last 
September by the Western Foreign Ministers, that any such 
attack would be regarded as aggression against the Occups- 
tion Powers, is a safeguard against any overt action of this 
kind. The danger which might arise is that subversive 
action to overthrow the Government might be organised by 
Communist agents infiltrated from the East. Uniforms of 
the states police are being smuggled over the frontier from 
the Soviet zone with some such aim in view. For an 
emergency, Dr Lehr would like a force such as that com- 
manded by Signor Scelba in Italy. It does not seem that he 
will secure one in the near future. 


* * * 
Food and Germs 


The report of the working on hygiene in catering 
establishments (HMSO, 1s. diy is comprehensive and 
sensible. It — the extreme diversity of the catering 
trade, and, therefore, the impracticability of recommending 


a rigid code of hygiene that would be binding on all. 


_ With the great increase in communal feeding since 1939; 
it is not surprising that notifications of food poisoning have 
also increased steadily. But, as the working party points out, 
the number is very small in relation to the number of meals 
eaten in catering establishments (about 103 million substantial 
meals and 171 million light meals or snacks per week). Yet 
such outbreaks are sometimes dangerous, always annoying, 
and usually easily preventible. Food can, of course, - 
infected before it reaches a catering establishment, a matter 
which is outside the scope of the working party. But mort 
often it is infected by a member of the staff, or by flies of 
other pests, or by being kept in such conditions that bactena 
multiply greatly. To avoid these sources of infection the 
working party has drawn up a standard code, which would 
be applicable to most catering establishments though not 
those, such as small boarding houses and coffee stalls, where 


it would be impracticable. (The working party has 2s 
drawn up a much more elaborate target code, as an object 
of long-term policy.) 

Some difficulties might arise in enforcing the standard 
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code, particularly the provision that a person suffering from 
certain complaints should be suspended from working in a 
catering establishment. But most argument is likely to arise 
from the suggestion that catering establishments should be 
registered with local authorities. A majority of the working 
party considered that registration should be dependent upon 
a satisfactory report on the conditions of hygiene, as is already 
the case, under the Food and Drugs Act, for ice-cream 
premises. A minority thought that registration should be 
“as of right,” without preli inspection, and should be 
cancelled only if ¢ ions are subsequently found to be 
unsatisfactory. The minority view has some force if the 
conditions laid down are too elaborate or if registration is 
used to prevent new entrants into the trade. But if the code 
of hygiene is sensible and workable, the majority view should 
be accepted, provided that there is, as under the Food and 
Drugs Act, the right of appeal against an adverse decision 
of the local authority. 


* * * 


Courts-Martial Appeals 


The House of Commons on Tuesday gave a second 
reading to the Courts-Martial (Appeals) Bill, which is 
intended to set up a court for appeals against convictions, not 
against sentences, imposed by any court-martial in any of 
the Services. The court itself will be constituted in 
divisions and its members will be High Court Judges, their 
equivalents from Scotland and Northern Ireland, and such 
additional members with corresponding qualifications as the 
Lord Chancellor may appoint. Decisions of the court will 
be final, save that in an exceptional case a further appeal 
may lie to the House of Lords. 


The Bill expressly reserves the Royal Prerogative, which, 
in effect, means that it preserves the right, and the duty, 
of the responsible Service authorities to quash a conviction, 
reduce a sentence, or grant an absolute pardon even though 
no appeal has been made under the new proposals. This is 
important. It overcomes the difficulty of giving a civilian 
court responsibility for deciding, or supervising, what penal- 
ties should be awarded for a military offence. (It explains, 
too, why the Bill provides for no appeal against sentence.) 
It still leaves the Service authorities with the duty of seeing 
that all court-martial proceedings are automatically reviewed 
within the Service. It keeps alive—or should keep alive— 
a reasonable flexibility in the operation of Service adminis- 
tration, for, certainly in time of war, it would be wrong 
to make a man’s only effective right of appeal depend on 
his own action and his own understanding of the rules 
the Courts-Martial Court must inevitably lay down. 
The individual convicted by a court-martial must, under the 
Bill, first use his right to petition against conviction or 
sentence or both. Save in the case of a death sentence, he 
may not appeal to this appeal court unless his petition has 
been rejected or unless no action is taken on it within a 
prescribed time. These are sensible provisions for a welcome 
teform, and the Bill was given its second reading without 
a division. 

* * x 


Clemency for War Criminals 


It is hard to say what good, except to the prisoners 
themselves, can come out of the reduction of sentences on 
German war criminals held in Landsberg gaol by the Ameri- 
can authorities. German “ honour ” is not vindicated by Mr 
McCloy’s act of clemency ; nor, indeed, could it be, since 
the crimes for which most of the men were sentenced had 

proved by a plethora of documentary evidence captured 
from the German archives. The fact that the people as a 
whole, and that section of the Wehrmacht which fought 
‘xclusively in the west, knew little or nothing about the 
Brotesque enormities committed by their fellow-countrymen 
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can exonerate individuals, but the nation’s honour remains 
indelibly stained. There can be no regret that the death 
sentences stand on seven men connected with the monstrous 
experiments on concentration camp prisoners, and the 
“ extermination ” (to use the word used for such actions in 
the official reports of the SS) of Jews in the Warsaw Ghetto 
and soiae 60,000 civilians in Kiev. It was not for nothing 
that Himmler ordered the SS to study the campaigns of 
Genghis Khan. In comparison with those crimes, the shoot- 
ing of American prisoners-of-war at Malmedy becomes a 
comparatively normal action in the heat of war, and Mr 
McCloy has done well to remove the sentence of death which 
has been hanging over several of the Landsberg prisoners on 
this charge for four years. Similarly, the release of Alfred 
Krupp is an act which humanity and justice commend—and 
which will be welcomed just as much by the workers of 
Essen as by Krupp’s fellow industrialists. 


Unfortunately, however, the German campaign for the 
remission of all death sentences has confirmed the public 
impression that the prisoners are all martyrs, who merely 
did their duty as soldiers. They have been further influenced 
by revelations of the way in which evidence has sometimes 
been extracted, and by stories of American behaviour against 
partisans in Korea. Their outraged honour has doubtless 
been somewhat assuaged by General Eisenhower, who 
exonerated the German soldier as such during his recent visit 
to Germany; but this act of Mr McCloy and General Handy 
will leave the public, and still more the former officer corps, 
dissatisfied. The generals will doubtless hope that Sir Ivone 
Kirkpatrick, who faces the task of revising sentences on war 
criminals held in the British zone, will go further in meeting 
their demand for vindication, which is made a prerequisite 
of co-operation in western defence. Once more, it is evident 
that the best way of dealing with the matter would have been 
to have executed summary justice on the morrow of victory. 


* * x 


Over the Oder-Neisse Line 


During the past week two steps have been taken to 
cement the Polish claim to the former German territories 
east of the Oder-Neisse line. First the East German-Polish 
agreement of last July to accept the Oder-Neisse as the 
permanent frontier between the two countries has been 
ratified with some pomp and ceremony at Frankfurt-on- 
Oder. Secondly the Polish Government has announced its 
decision to “liquidate” the temporary ecclesiastical 
administration in the western territories. 

The disturbing uncertainty over the future of these 
territories has been aggravated by the refusal of the Polish 
bishops and of the Vatican to appoint a permanent church 
administration in the five dioceses concerned. The bishops 
maintain that it is the business of the Vatican, and the 
Vatican maintains that it cannot act until the final fate of 
the territories is settled by a peace treaty in accordance with 
the Potsdam decisions. Now the Polish Government has 
taken the law into its own hands. This forceful disposal 
of one of the causes of conflict between the Polish Com- 
munists and the Roman Catholic Church is not likely to lead 
to any improvement in their relations. It is more likely 
that the Communists will press their attack. Propaganda 
against the Polish bishops and the Vatican has been 
intensified ; and it is clear that the recent trial at Cracow 
of two priests, accused of terrorism, was really directed at 
the Polish Episcopate, which is—significantly—accused of 
breaking its agreement with the state to oppose underground 
activities by priests. 

This thrusting aside of doubts concerning the future of 
the “ recovered territories ” will be welcomed by the Polish 
Government, because it will facilitate their smooth adminis- 
tration and settlement. Fear of eviction in the not very 
distant future has made many Polish peasants unwilling to 
settle there. But this attempt to settle the Oder-Neisse 
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The Modern Clock 
for the Modern Office 


No clock could be more in keeping with the modern office than the 
Smiths ‘Sectric’ Delhi, with its clear, easily read dial and smart 
but dignified appearance. It is one of the most popular wall clocks 
in the Smiths ‘Sectric’ range. Available with 12", 9° and 6° dials. 


SMITHS ‘SECTRIC CLOCKS 


SMITHS ENGLISH CLOCKS LTD., SECTRIC HOUSE, LONDON, N.W.2 
The Clock & Watch Division of S. Smith & Sons (England) ltd 
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frontier question would not have been undertaken if it had 
not fitted in with Soviet plans. The Russians at the moment 
are obviously anxious to push the satellites into closer 
relations with the east Germans, and they may have deci ded 
that the Poles must be allowed the definite annexation of 
the western territories as a necessary bait. They may also 
he anxious to do everything possible to remove the frontier 
question from the agenda of any four-power conference on 
Germany. Clearly any statement from the west that the 
Oder-Neisse line must one day be revised seriously 
embarrasses the Russians in their German policy—which 
prohibits any suggestion that they would contemplate the 


partition of Poland in order to win Germany. 
* x i 


Walter Bagehot 


On February 3, 1826—one hundred and twenty-five 
years ago today—a son was born to the wife of an amiable 
but undistinguished country banker in Somerset, named 
Thomas Watson Bagehot. His son Walter did not live to a 
great age—his manhood spans only the years between the 
repeal of the Corn Laws and the Russo-Turkish war—but 
he achieved in his life a profound influence on his contem- 
poraries and died leaving at least three reputations which have 
endured until the present day—as a literary critic, as an 
economist, and as a constitutional historian. He was the 
author of a hundred aphorisms or neatly turned observations 
—“the cake of custom,” “ Toryism is enjoyment,” of Peel as 
a “man of common opinions and uncommon abilities,” of 
Milton that “ he made God argue.” More than this, he was 
the founder of an energetic style and realistic approach to 
men and affairs which delivered English criticism, and parti- 
cularly journalism, from the hyperbolic rationalism of the 
Whig writers and which enabled English letters to withstand 
the later onslaughts of Continental mysticism. 


“Happy the man who is born excellent in the pursuit in 
vogue and whose genius seems adapted to the time he lives 
in” said Goldsmith. And certainly Bagehot was fortunate in 
the coincidence between his tastes and his time—that period 
of fruitful quiescence between the ebb of the eighteenth and 
the onset of the twentieth century. A master of foxhounds 
who wrote one of the most discerning essays upon Shelley, a 
banker to whom Shakespearian scholars pay homage, a 
journalist (he was editor of The Economist for sixteen years) 
whose ideas were translated into practice by statesmen— 
Bagehot would have commanded respect had he lived in the 
present bitter age. For, as Augustine Birrell once said, “ he 
is one of those extraordinary men whose remarks were made 
for the first time”; he had the facility, shared by very few 
Writers in the past century, to reconcile the romantic and 
the rational, and to discover what inspires the activities of 


teal men, not the lay figures of economic or psychological 
text-books., 


Shorter Notes 


In,an article on the future of the Sudan in The Economist 
of January 6th, it was stated that the issue of self government 
by the end of 1951 had been postponed. In fact, an Assembly 
motion for postponement was lost by one vote and an address 
on the subject to the Governor General has been submitted 
by the Speaker and Leader of the Assembly. 


* 


The case of Hermann Flade in eastern Germany has 
aroused strong public protests throughout western Germany. 
18-year-old German student was sentenced to death in 
under the east German “law for the defence of 

Peace,” for distributing anti-Communist leaflets and for 
lightly wounding the policeman who tried to arrest him. 
His sentence has now been commuted to fifteen years 
sonment, which is still a barbarous and unjust sentence. 
‘1s, however, one of the very few cases one can recollect 


25 
in which a Communist government has allowed itself to be 
swayed at all by critical public opinion. 

& 


a 


The statement on hospital registrars issued at the end of 
last week should go far towards dispelling the indignation 
that the Ministry of Health’s earlier circular had aroused 
in the hospital service and among the medical profession as 
a whole. The Ministry has, it is true, refused to withdraw 
the circular, which appeared to direct regional boards to 
make, in the near future, drastic cuts in their registrar 
establishments. But it has now been agreed that “ there is 
no intention of immediately displacing any registrar whose 
services are required by the hospital.” Nor is there any 
question of the Ministry’s “dictating arbitrary establish- 
ments to hospital boards.” 


* 


On Monday the chief of the United States army informa- 
tion section announced the appointment of Field-Marshal 
Montgomery and General Juin to the Supreme Headquarters 
Atlantic Powers in Europe, respectively as Deputy Supreme 
Commander and Ground Force Commander Western Europe. 
This announcement was made without the knowledge of the 
British Government, while the French Prime Minister was 
still en route to the United States, and before General Eisen- 
hower had reported to the Standing Group in Washington. 
By this announcement the Americans have given the impres- 
sion, which General Eisenhower has been so careful to avoid, 
that the Americans, whatever the outward forms, will run 
western defence in their own way and without reference to 
their allies. It is to be hoped that General Eisenhower will 
not permit a recurrence of this incident. This beating of 


the gun in Tokyo, Bonn and Washington is becoming a 
serious nuisance. 


































Inventors’ Privileges 


INVENTORS .. . ask for privileges ; they cannot demonstrate 
their right, nor can they give any palpable and clear 
definition of the privileges they claim. Sometimes they 
ask to be guaranteed against other men using what they 
have discovered or invented for fourteen years, some- 
times for twenty-eight. . . . The privileges are prohibitions 
on other men ; and the history of inventions accordingly | 
teems with accounts of trifling improvements patented, 

that have put a stop for a long period, to other similar 

and much greater improvements. It teems, also, with 
accounts of improvements carried into effect the instant 
seme patents had expired. The privileges have stifled 
more inventions than they have promoted, and have 
caused more brilliant schemes to be put aside than the 
want of them could ever have induced men to conceal. . . 
Society has . . . derived infinitely greater benefits from 
the use of the steam-engine—which is not confined to 
England, but spread over the whole world—than the 
family of Mr. Watt derived from it. The invention was | 
part of the general progress, and Mr. Watt was not only 
a great inventor, he was a fortunate man in having lived 
in the 18th instead of the 17th century. His invention 
was made without any reference to patent laws, and the 
steam-engine would no doubt have been more rapidly 
improved than it was had the mind of the community— 
to which Mr. Watt was so much indebted—not been 
debarred by his privileges from immediately engaging in 
improving and perfecting the invention. We disclaim all 
hostility to inventors—we wish them to be encouraged 
and rewarded by the public ; but we think they ought to 
find their rewards, like other men, in the common markets 
of the world, not in privileges which are wrongs to the 
community from which they derive most of their know- 


ledge. 
The Economist 


February 1, 1861 
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Letters to the Editor 


John Maynard Keynes 


Sir—I write to you to supplement, 
and to correct some false impressions 
which may be created by your last 
weck’s article on Maynard Keynes, 
successively my teacher, my friend, and 
my adviser at the Treasury. 


Of course, much of his economic 
thought goes all against the grain of the 
editorial policy of The Economist. He 
was a very powerful, stimulating and 
humane thinker, whose teaching has 
certainly inspired and sustained the Left 
in British politics rather than the Right. 


You have no warrant for your belief 
that, had he lived longer, he would have 
moved your way. I speak with a degree 
of knowledge shared by very few, when 
I say that in the last nine months of his 
life, when he was with me at the 
Treasury, he never wished, as you did 
and still do, to see money less cheap or 
employment less full. Nor did he ever 
so advise me. “ He looked forward in the 
19308,” you say, “to the euthanasia of the 
rentier ”! He was not looking backward 
in the 1940s. Indeed, dn one important 
conversion, he advised, some time in 
advance of the operation, an even sharper 
cut in interest, though with a shorter 
term for the new security, than, having 
also taken other advice, I finally decided 
on, 


I remember no other point of any 
importance in home finance during this 
time on which I went against his advice, 
except on the raising of the surtax rates 
in my first Budget in 1945 to prevent the 
richest taxpayers gaining too much—they 
all gained something—from my reduc- 
tion of the standard rate. He was against 
this, but I replied that a Socialist 
Government was against great inequali- 
ties and that it was our settled policy to 
wear them down. 


He liked the idea of my Land Fund in 
1946 and told me he would like to see all 
the still unspoilt coast of Britain and all 
our high hills and mountains in public 
ownership. 


On the American loan, as the records 
show, the Cabinet finally accepted, 
though with great reluctance, the terms 
he recommended. They were the best he 
could get, though he disliked and fought 
hard against some of them, in the course 
of a magnificent effort of negotiation. I 
was then, and still am, convinced that no 
other British negotiator could have done 
better. 


When I invited him, on my second day 
of office at the Treasury, to continue as 
my adviser, he at once accepted. He 
added that for some years he had been 
restricted to advising on international 
questions, though earlier he had advised 
on domestic questions, too. He would 
like, he said, to have the wider sweep 
again now. I said it should be so, and, 
thenceforward, he advised me over the 
whole field, to my very great advantage. 

After our first meeting at the Treasury, 
he said to one, who later told me, “I 
wasn’t sure how it would go. I hadn’t 


seen him for years. But he was as good 
as gold.” I owe him an immense debt 
for his support and stimulus during our 
nine months partnership which followed. 
His place in the history of thought is 
higher, and his influence on action much 
more salutary, than your too grudging 
last week’s article allows.—Yours faith- 


fully, HuGH DALTON 
Ministry of Local Government and 
Planning, 
London, W.1 


Sir—I am glad that you write 
“Keynes was supremely unfortunate in 
the moment of his death.” I lunched 
with him a week before his death. I 
asked him whether he ought not to take 
life more easily and how long he thought 
he could work with the Government. 


He replied that there were a number 
of things that he wanted to see through, 
amongst them what he called with justifi- 
able pride “my loan.” About the 
Government he said he did not know, 
He thought that they might at any 
moment become uncontrollable and do 
something “absolutely crackers” (his 
exact words) when he would have to part 
company. 

Keynes’s enemies could wish for no 
bitterer revenge than that his teachings 
should have become the hocus-pocus of 
a so illiberal socialism.—Yours faith- 
fully, ONE OF HIS PuPILs 

London, W.1 


The London Art Market 


Sir,—Your article of December 2nd on 
the London art market does not fully 
emphasise the position with regard to 
the ban on imports from hard currency 
countries, the restrictions on exports, 
and the connection between the two. It 
instances a London dealer who found 
in America several pictures which, if he 
could use some of his dollar earnings, 
“he would be able ultimately to resell 
in the United States.” The point is that 
such pictures could be sold in England, 
noi in America. Fashions in collecting 
play a much greater part there than they 
do here, and there are, as a result, many 
good pictures unsold on the American 
market which could easily be sold in 
England. If such imports were allowed 
this country would be replacing, at 
most advantageous prices, a proportion 
of its high priced exports in works of 
art. With regard to the restrictions on 
exports the article states that “they 
make the British collector more hesitant 
about buying what he may be unable to 
resell at the true world price.” In fact 
export restrictions will ultimately lead 
to a situation in which there will be very 
few imported pictures for the British 
collector to buy. An international busi- 
ness entails greater expenses and a larger 
organisation than one confined to the 
home market. The international dealer 
can afford to buy in the international 
marke: only if he is also free to sell there. 
He may buy abroad and sell in England, 
but large scale business demands a wide 


Olive oi] ?—Yours faithfully, 
ERNEST 


market and he must also be able 

in England and sell abroad. ‘Inv’ 
national trade may demand a Prosperous 
home market, but it also requires 
freedom to trade internationally and in 
the art market the problems of impor 
and export cannot, therefore, he 
separated.—Yours faithfully, 

GEOFFREY AGE 
43 Old Bond St., W.1 . 


Indian Motives in Nepal 


Sir,—I read with great surprise 
“ Indian Motives in Nepal” published 
in your issue of January 6th. The one 
and only motive of India in its attitude 
towards the recent happenings in Nepal 
is the safety of India in the kghi of 
developments across her northern 
frontier (Tibet). Happily this coincides 
with the cause of democracy in Nepal, 
Mr Nehru, giving second place to con- 
stitutional formalities, made the proud 
Ranas see the writing on the wall and 
announce constitutional reforms. Your 
analysis of the Indian motives—that 
India is interested in the rice, forest 
resources and all the known and sus- 
pected minerals of Nepal—is, to say the 
least, prejudiced.—Yours faithfully, 

R. V. K. Natu 
Delhi School of Economics 


The Sardines Return 


Sir—Your correspondent’s letter in 
your issue of January 2oth will have been 
read with great interest by all those con- 
cerned with sardines. As the wnier of 
the first letter on this subject, I would 
like to comment on one or two points. 

“Clupia Stratus,” i.e., Norwegian 
brisling . . . should this not read 
“Clupia Sprattus” ? To the best of 
my knowledge Norwegian brisling 1s, 
in fact, a sprat. 

I doubt the correctness of your 
correspondent’s statement that there are 
sardines in the sea, merely because one 
group of fish is described as “ Sardi- 
nops,” etc. Again, the “fish in the sca, 
or when dead and out of the sea, before 
being canned, is either a baby herring, 
a pilchard or a sprat. It only becomes 4 
sardine when it has been cleaned, 
decapitated, put into a tin with olive 
oil, sterilised by means of heat in a can 
with olive oil or, on rare occasion’, 
tomato sauce. The courts decided in this 
country, in 1913, that a brisling canned 
4 Ia sardine in olive oi] was not 4 
sardine. Custom and the “Jaw met- 
chant ” have decreed in this country that 
the purchaser expects to receive his 
French or Portuguese sardines processed 
in olive oil, and not, as your correspon 
dent says, in peanut oil. 

Here is all the material for a very 
little argument in the courts. Is it 3 
sardine if it is canned in oil other than 


H. TAYLOR 
Joseph Lingford & Son, Bish? 
Auckland. 
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le 





on flights to 


Look at these savings on Pan 
American round-trip fares: 


@ You save up to 21% if you go and 
return before April 1, 195% 
Reduced “Thrift Season’”’ fares 
are now in effect. 

You save up to 38% if you go 

’ between January 1 and March 
16,1951. Return ticket good for 
15 days. 

When you go by Pan American, you 

enjoy the smooth efficiency of the 

World’s Most Experienced Airline. 

Pan American has made over 34,000 

transatlantic crossings—far more 


AMERICA 


than any other airline. You may cross 
the Atlanticby double-decked“ Strato”’ 
Clipper* from London, Shannon or 
Glasgow. Bed-length Sleeperette* 
seats on many flights from London 
and Shannon. No extra fare! Berths 
also available . . . only £8.19.0 
additional. 


Or, you may go on The President 
“Strato” Clippers from London. 
This #s the most de luxe air service in 
the world. Nominal surcharge. Call 
your Travel ane or: Pan American, 
193-4 Piccadilly, London, W.1. 
Regent 7292; also at Prestwick 
Airport (Glasgow Central 9780) 


PAN AMERICAN WORLD AIRWAYS 


WORLD’S MOST EXPERIENCED AIRLINE 
*Trade Mark, Pan American World Airways, Inc. j 
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ONE FINGER... 


that’s all you need 
to operate this machine 





Dictaphone TIME-MASTER is the 
simplest dictating machine 


Dictating machines were introduced to simplify 
office dictation. But if they are to help you crystallize 
that sudden idea or write that difficult letter, they 
must be simple to operate themselves, 


Easy to operate. The Time - Master is essentially 
simple. It is by far the best-looking machine and 
gives the clearest dictation... Yes, and it is the 
easiest to work with. You just pop in a Memobelt, 
flick a switch, and you’re all set for 15 minutes perfect 
recording ! The same control automatically backspaces 
and plays back your last few words so that you can 
instantly find your place or pick up the sense after 
an interruption. 


The marvel of the Memobelt. Time-Master records on 
Memobelts, small plastic belts that give perfect record- 
ing quality. They retain the advantages of Dictaphone 
cylindrical recording — uniform speed and measured 
backspacing. Pliable and expendable, Memobelts 
may be filed flat or posted in a standard envelope. 


Write for TIM E-M ASTER literature to Dictaphone Co., Lid. 
Dept. O, 107 Kingsway, London, W.C.2. 


DICTAPHONE 


Regd. Trade Mark 


ELECTRONIC DICTATING MACHINES 


MADE IN GREAT BRITAIN. Branch Ofiees; NEWCASTLE BIRMINGHAM LEEDS 


MANCHESTER LIVERPOOL BRISTOL GLASGOW DUBLIN BELFAST CORK 
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Books and Publications 
Identity of Interest 


The Security of the Middle East. 
Washington, 66 pages. 4s. éd. 


A Problem Paper. Brookings Institution, 


Britain and the Middle East. By Sir Reader Bullard, Hutchinsons University Library. 


195 pages. 7s. 6d. 


Two authorities of note have simul- 
taneously published first class studies— 
one American, the other British—of their 
country’s interest in the Middle East. 
The Brookings Institution is an indepen- 
dent foundation with a good name for 
hard work and reliable sources for its 
information. Sir Reader Bullard is a 
diplomat of wide experience in the area 
who ended his career as Britain’s repre- 
sentative in Persia during the crucial 


years 1939-1946. - 


The American pamphlet is a master- 
piece of compression. It accosts its 
subject with a bang: “ The power of the 
United States and the power of the Soviet 
Union have come face to face in the 
Middle East.” It reviews the capacities 
of both in a sensitive area which is open 
not only to outside pressures but to 
internal forces of disruption. 

Communism, economic difficulties, 

political instability, the external and 

imternal problems of Israel, minority 
problems and dissensions among the 

Arab states 
is its terse but comprehensive list of 
these. It surveys each course open to the 
United States to mitigate them in the 
fields of diplomacy, economics, military 
aid and publicity. It simply states the 
pros and cons; no judgment is passed. 
Two flaws only mar its excellence. It 
views Russia purely as expansionist, and 
nowhere allows for Russian nervousness 
on account of Russian vulnerability in the 
Caucasian underbelly. And it is far too 
inclined to bracket Turkey and Persia, 
glossing over the fact that the one tradi- 
tionally hates Russia and is wide open to 
western aid and influence, while the 
other is not. 


The British study adjusts the balance 
on both these points. It is a history, but 
the bulk of it deals with modern prob- 
lems that are retailed with the accuracy 
of a shrewd eye witness as well as with 
a decorous wit. Being of book length, 
it has room to convey “that interest in 
the Middle East which is often affection.” 


The two studies bear one another out 
in some important observations ; one is 
the fatal effect of “ easy come, easy go” 
in the shape of aid and oil royalties which 
cause pashas to expect economic develop- 
ment to happen at no cost to themselves 
either in harder work or higher taxation 
of the rich. Another is that economic 
aid does not forthwith stem communism ; 
in the early stages it may promote it by 
revealing to the miserable poor that their 
misery is not inevitable. 

But the most topical interest of the 
books is the message which, together, 
they convey about Anglo-American 
security in the area. The American study 
shows that, in the light of the staggering 
oil developments of the last six years, 
serious minds in the United States now 


think the Middle East as important to 
the west as did, in their turn, Napoleon, 
Disraeli, and Mr Churchill in 1940. It 
also shows that the same _ serious 
Americans are no longer critical of, but 
thankful for, the British stance there. 
The British book appreciates that United 
States aid has “ brought into the Middle 
East a stabilising factor of incalculable 
importance.” Combined, they prove that 
Anglo-American interests are identical. 
They show that policy is not identical, 
but that the United States has not yet 
finished thinking what its commitments 
ought to be. 


The Rationale of State 
Intervention 


Economic Policy for the Thinking 
Man. By C. Bresciani-Turroni. Hodge. 
304 pages. 215, 


Pursuing their excellently conceived 
policy of introducing to English-speak- 
ing readers the best products of current 
European economic thought. Messrs 
William Hodge have done well in adding 
to their list this translation of Signor 
Bresciani - Turroni’s “ Introduzione 
alla Politica Economica” — though 
that translation might have been less 
dehydrated had it not been passed 
through an intermediate German version. 


This book is hard to assign to a recog- 
nised class. Though President Luigi 
Einaudi, in his introduction, praises the 
author’s gift of exposition and capacity 
to make complex matters clear to a lay 
reader, it is by no means a “ general 
reader’s ” book ; the opening chapters on 
the relation between policy and science 
and on the nature of economic equili- 
brium do not, it is true, actually assume 
prior knowledge, but they do assume, in 
the absence of that knowledge, formid- 
able powers of concentration and applica- 
tion. The expert reader on the other 
hand may well feel that he has seen a 
good deal of this before. It might be 
described as an essay in welfare 
economics, but the actual concept of 
economic welfare is evidently not what 
interests the author. 


He passes from abstract reasoning to 
concrete historical example and back 
again with a facility and force only pos- 
sible to a writer drawing on the results 
both of deep thought and of practical 
administrative experience. Possibly that 
part of his book which will be most 
valued by English and American readers 
is that which gives an inside view of 
prewar Nazi and Fascist planning— 
whose story casts some interesting side- 
lights on the practical reliability of 
“multiplier” calculations. There és a 
gruesome familiarity about the German 
siege-economy of the late nineteen- 


thirties; but in invoking Ge 

evidence to demonstrate the Sisal te 
ability of planning with liberty ang the 
fatal progression from comparatively 
innocuous intervention to outright 
tyranny Signor Bresciani-Turroni may be 
held to have forgotten his own injunction 
to remember psychological differences, 
The British planned economy may fx 
nothing wonderful, but it has at leas 
demonstrated that planners can consen 
to some self-immolation on their own 
bonfires of controls—which is just what 
the ultra-liberals from Professor Havek 
on, have always denied. F 


German War-Guilt 


Erinnerungen. By Ernst Von Weizsacker, 
Paul List Verlag, Munich. 391 pages. 


Nicht aus den Akten. By Erich Kort, 
Deutsche Verlagsgesellschaft, Stuttgart, 441 


pages. 


These two books form an elaborated 
version of the defence of the Wilhelm- 
strasse personnel which was tried by the 
Americans at Nuremberg, 1948-49. It 
was probably foolish to try to hold the 
Officials of Nazi Germany responsible 
for its crimes in the same way as the 
officials of a constitutional country. It 
was certainly unfortunate, because it 
made it easy for them to launch the 
counter-offensive of which these two 
memoirs are so far the most impressive 
part. “Not only,” do these former 
officials of Hitler claim, “did we do all 
in our own power to thwart Hitler’s and 
Ribbentrop’s plans, but we also warned 
London of the need to stand up to the 
Nazis. We took great risks in order 0 
do this, but London refused to play.” 


Ergo the British are the culprits who 
allowed Hitler to make war, thus, now 
that Hitler and Ribbentrop have been 
eliminated, the Germans cannot lt 
blamed. Here is the beginning of another 
dangerous legend which needs to be 
exploded at once. 


Let us be fair. Many of us are con 
vinced that the policy of Nevill 
Chamberlain and Nevile Henderson, 
culminating in the Munich Agreement, 
was disastrous. We know that not only 
German officials were as naif and 2% 
borné as Herr von Weizsicker, who, by 
the way, was proud to count himself one 
of the makers of Munich. (Dr Kordt, at 
least, had no illusions about that). We 
agree that it was regrettable that be 
should have been imprisoned. But 
both the books under review we find that 
truculent attitude towards the smallet 
Slav nations which was characteristic o 
the Wilhelmstrasse between the wa! 
and not entirely unlike that of Hitle 
himself, Neither Herr von Weizsacket 
nor Dr Kordt could ever forgive the 
Versailles settlement for having recot 
nised the full national status of the Poles 
and Czechs. They accepted Henleims! 
ropaganda about Czechoslovakia whe" 
was refuted by the very dispatches of 

German Minister in Prague, oS 
which they apparently did 0 
to read. Long before this, 1°” 
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German observers had often felt that this 
xititude to the smaller Slav groups was 
hound at some point to develop into the 
intolerable German pressure of 1938-39, 
which first positively and then negatively 
opened the gates of Eastern Europe to 
the U.S.S.R. It was this attitude of the 
non-Nazi Wilhelmstrasse which com- 
prised the war-guilt of the German 
foreign service, quite apart from the war- 
wilt of Hitler and the Nazi Party. 


G-Men in the Dock 


The Federal Bureau of Investigation. 
By Max Lowenthal. William Sloane 
Associates, New York, $4.50. §59 pages. 


To any English reader who is not 
acquainted with the history of America 
hetween 1918 and 1941, Mr Lowenthal’s 
hook is a convincing brief for the prose- 
cution against one of the most idolised 
of American institutions. It sets out in 
sreat detail a large number of charges, 
accusing the FBI in general and its chief, 
Mr J. Edgar Hoover, in particular of 
crimes against the freedom of the indi- 
vidual and against the pursuit of justice. 
The interference with private morals 
under the Mann Act, the wholesale and 
indiscriminate arrest of persons alleged 
to be avoiding military service, the index 
of half-a-million radicals and Com- 
munists, the gradual usurpation of power 
by G-men over the State and city police 
forces, and the administration of the FBI 
itself are all described by specific cases 


from Congressional inquiries or from the 


courts in an attempt to reveal the FBI 
as a dangerous enemy of the Constitu- 
tion. Indeed, if English standards of the 
policeman’s lot and of police activity are 
accepted as normal, this book is a dam- 
ning indictment of Federal detectives 
and of the American judicial system. It 
is badly written and it lacks the force of, 
ay, a novel by Upton Sinclair, but its 
case is sufficiently well stated and 
documented to demand an answer. 


Mr Lowenthal, however, has com- 
mitted the serious sin of omission. He 
says nothing of the FBI’s achievements 
in putting down gang warfare, of the 
suppression of kidnapping, and, above 
all, of Mr Hoover’s success in laying 
down and maintaining a standard of 
police integrity which, at least in the 
carly days of hjs regime, was something 
ot a novelty in the United States. Nor 
does he give any indication of the prob- 
em which Mr Hoover had to try to 
solve. Law enforcement and the protec- 
lon of the state are never easy tasks, 
ind in a large, complex society of 140 
milion people there are extraordinary 
dificulties which cannot be overcome by 
‘simple statement of principles. It is 
inevitable that mistakes should be made, 
tad it is worth recalling that in England 
the Judges’ Rules on evidence and on 
- Interrogation of suspects were only 
‘id down early this century and that it 
took Scotland Yard the best part of a 
hundred years to establish its reputation. 
More than two-thirds of Mr Lowen- 
thal’s book is concerned with cases and 
incidents which happened during the 
—— years of the FBI ; he has no 
di stantial case against the Bureau 
ing the last fifteen years. The result 
~ “sttong impression that the book was 


dictated more by private spite than by 
public spirit. 


Scrupulous Scholarship 


Central and South East Europe, 1945- 
1948. Edited by R. R. Betts, Royal 
Institute of International Affairs, 227 


pages. 18s. 


This is the third book in recent 
months to give an historical account of 
the Communist revolution in Central and 
South-east Europe since the war. Under 
the general editorship of Professor Betts, 
five authorities on Eastern Europe have 
produced a handy record of the political 
and economic landmarks of the revolu- 
tion. As a result of delays in publication 
the book does not deal with events after 
1948. It is, thus, an account of the 
seizure of power and the first stages of 
“ sovietisation.” ‘This does not affect the 
historical perspective, but it is a pity 
that recent attempts to amalgamate 
peasant holdings have had to go un- 
recorded for this is one of the main prob- 
lems of Communist revolutionaries. The 
book has all the quiet air of scrupulous 
scholarship expected of Chatham House 
publications, The approach is factual, 
precise and without preconceived judg- 
ment. There is no attempt to show that 
because industrialisation of backward, 
agrarian countries is economically desir- 
able the Communist methods are justifi- 
able ; nor to point solely to the Red Bear 
beneath the skin. 


The events of four years are chronicled 
for six of the seven Communist countries 
(for some reason, Albania is ostracised), 
in some twenty pages each. Inevitably, 
facts crowd thick as brisling and it is 
sometimes difficult to see the tin for the 
fish, This is remedied, in part, by a 
short final chapter in which Professor 
Betts draws up a careful balance sheet. 
Here, the social revolution which would, 
in any case, have succeeded German 
occupation is set against the obvious 
signs of Russian influence and interfer- 
ence and its economic achievements are 
measured against the loss of political and 
personal liberties. 


The non-specialist reader who looks 
for definitive interpretations and dog- 
matic judgment may be disappointed ; it 
is solid going and the price is rather high. 
But the serious student of Eastern 
Europe who wants accurate facts on 
which to base his opinions will find this 
an excellent reference book. If some of 
the figures of industrial production given 
for Bulgaria, Rumania and Jugoslavia 
are incomplete and suspect that is not 
the fault of the writers ; it is the result 
of Communist statistical methods. The 
book has a sound index and the welcome 
addition of an economic map. 


An Enlivening Text-Book 


This Age of Conflict. By F, P, Cham- 
bers, C. Phelps Harris and C. C. Bayley. 


Harrap, 932 pages. 308. 


This is the second American but first 
English edition of a book for which there 
is a clear need in this country. It covers 
the years from 1914 to the present day 
in five parts: the first World War; the 
aftermath of that war; the preparation 
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for a second World War; the second 
World War; and the last few years. 
Wide surveys like this can be roughly 
divided into two kinds—the critique in 
which the author presents a view of past 
judgment, and the text book in which 
the author is primarily concerned to give 
an exhaustive factual account of the 
period. This book belongs to the latter 
category, a category which has unjustly 
come to be held in less repute than it 
deserves. To describe a book as a text 
book is apt to call up a picture of some- 
thing drab in appearance and dull in 
content, written either by a historian 
whose reputation is unassailable or by 
one who is careless of his reputation. It 
is therefore gratifying to have occasion to 
notice a text book which not only per- 
forms the essential functions of its fact- 
giving role but which also helps to rescue 
the genus of text books from its inferior 
station. Cheap at its price, this ‘book 
will be welcomed by those who want to 
brush up their knowledge of recent 
history, by those who want a reliable 
reference book, by those for whom 
history is a real but subsidiary interest 
and by those who have awakened rather 
late to the need to get a third. 


Within each part the authors have 
divided their material by countries. This 
has its disadvantages. but they are prob- 
ably fewer than the disadvantages of any 
other method in a book of this kind. On 
the whole the authors have successfully 
tackled the difficult problem of how 
much to say about the internal affairs of 
each country. There are of course judg- 
ments as well as facts and it is impossible 
to expect that every judgment will com- 
mand universal assent. De Gaulle and 
Stresemann, for instance, have both been 
depicted in more friendly terms than 
here. Perhaps the strangest judgment is 
to be found in the place where the 
authors “admit” that after the general 
election of 1945 the British public 
became somewhat ashamed of its treat- 
ment of Mr Churchill. How do the 
authors know that the voters came to 
feel like this and, if they do know it, why 
is their record of this fact classed as an 
admission ? Fortunately fancies of this 
kind have been almost entirely excluded. 


Simple History 
The British Group. By Charles E, Key. 
Harrap. 256 pages, 12s. 6d. 


It is perhaps impossible to do justice 
to the complexity of the British 
Commonwealth in a book of 250 pages, 
written primarily for boys and girls. 
The publisher notes—and rightly—that 
many adult readers would be the better 
for turning their attention to this book. 
It would make the sort of present that 
parents buy for their adolescent sons 
and daughters, but quickly take back for 
their own use. It is a little too closely 
packed with useful information to be 
quite a “ general reader’s ” book, a little 
too slight to be a school-book. 


After a short historical sketch of the 
beginnings of the empire, the author 
takes each region in turn, describing its 
historical origin, its geography, land- 
scape, and economic structure, not for- 
getting the smallest groups of islands. 
Such a method implies severe compres- 
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sion with results that are sometimes 
crude. But before condemning it, the 
critic should try to do better in as 
small a space. The book contains more 
geography than history, and the 
geography is better done, while the 
illustrations are admirable. 

Mr Key writes in a spirit of simple 
eptimism which is as welcome today as 
it is rare. “ The British people are at last 
beginning to realise to the full the great 
potentialities of the Empire. Here are 
immense undeveloped resources. Here 
is indeed a noble heritage presenting 
magnificent opportunities.” 


Shorter Notices 


The Pure Theory of Capital. By F, A. 
Hayek Routledge and Kegan Paul. 449 
pages. 215, 


When “The Pure Theory of Capital” 
was first published in 1941 other preoccu- 
pations prevented a good many people from 
giving it the attention which it deserved as a 
major contribution to economic knowledge 
by one of the leading thinkers in its par- 
ticular field. It appeared, moreover, in the 
shadow of Keynes’ “General Theory,” 
which, with its emphasis on the monetary 
aspect of investment, interest rates and 
capital structure, diverted attention— 
possibly to a regrettable extent—from the 
real relations of capital stock, output 
streams, productivity and time-preferences. 
Its reissue today is the more important and 
welcome. 

Its central aim, to quote Professor 
Hayek’s introductory paragraphs, “is to 
make a systematic survey of the inter- 
relations betwen the different parts of the 
material structure of the process of pro- 
duction, and the way in which it will adapt 
itself to changing conditions”; it might 
more appropriately have been entitled an 
“Introduction to the Dynamics of Capi- 
talistic Production.” The lay reader will 
be right in regarding these phrases as an 
indication that this book is not for him. 
Professional economists will be equally right 
in regarding it as indispensable. 


Techniques of International Trade. By 
Morris 5S. Rosenthal. McGraw-Hill 
Publishing Company, Limited. §54 pages. 
5158, 


This is a revision and expansion of 
“Technical Procedure in Exporting and 
Importing,” first published in 1922. It 
contains a detailed account of the conduct 
of American foreign trade transactions, 
covering not only the financial and legal 
aspects, but also such questions as transport 
and packaging. It should be a useful book 


Price: Sw.Kr. 15 





Order your copy direct from the Publishers, 


| SWEDISH BANKS ASSOCIATION, STOCKHOLM 16 


of reference for foreign businessmen who 
are joining the dollar export drive. They 
will, however, regret, as Mr Rosenthal 
himself probably does, that his chapter on 
American customs procedure has not yet 
been outdated by a Congressional revision 
of the Tariff Act. 


The Social and Economic Significance 
of Land Tenure in the South-western 
States. Edited by Harold Hoffsommer. 
North Carolina University Press, London: 


Geoffrey Cumberlege. 666 pages. 48s. 


The findings of a research project 
carried out co-operatively by a group of 
agricultural economists are set out in this 
book. They were enquiring into the rela- 
tionships “ between the tenure status of the 
farm family and its economic and social 
performance” in selected areas of five 
States, all largely dependent on cotton, in 
the Southwest of America. This extensive 
study is inevitably very «pecialised and it is 
left to a later report to evaluate the facts 
collected and to suggest desirable social 
reforms. 


Economics of Labour and Industrial 
Relations. By Gordon F. Bloom and 
Herbert R. Northrup. The Blakiston 
Company, Philadelphia 749 pages. $5. 


This students’ text-book is a very com- 
plete survey of American labour problems, 
detailed yet clear, and many who are no 
longer students will find the sections on 
trade union history, social security and 
labour legislation useful for reference 
purposes, 


Documents on American Foreign 
Relations 1948. Volume X._ Edited 
by Raymond Dennett and Robert K, 
Turner. Published for the World Peace 
Foundation by Princeton University Press, 
London : Geoffrey Cumberlege. 70§ pages. 


408, 


The present volume closes the first 
decade of the World Peace Foundation’s 
best known contribution to public under- 
standing of international developments. 
During the year under review, the imme- 
diate post-war period ended and a more 
permanent pattern began to emerge. The 
beginnings of the West German Govern- 
ment are here, and so are those of the 
North Atlantic Alliance. Especially helpful 
are the extracts dealing with foreign affairs 
taken from President Truman’s addresses 
and from speeches during the election cam- 
paign. The economist has as much reason 
to be grateful to the compilers of this 
valuable series as has the historian, for 
economic developments are covered as fully 
as are political. 


International Banking Summer Schools have been 
held in Oxford in 1948 and 1949 under the 
auspices of the INSTITUTE OF BANKERS, 
and the books containing the lectures given at 
the School have been in great demand. 

The lectures delivered at the 


THIRD INTERNATIONAL BANKING SUMMER SCHOOL 


at Saltsjébaden, Sweden, during September, 1950, 
have now been collected in a book entitled 


ECONOMIC CONDITIONS AND BANKING PROBLEMS 
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The Scientific Appraisal of Man, 
ment. By Jackson Martindell, 


H, 
and Brothers, New York. 300 Pages, - 
The author of this book, in the Course of 


his work as an investment banker and man 
agement consultant, has developed a method 
of judging the business practices of 


. indivj- 
dual corporations by means of an evaluation 
chart and a questionnaire. He uses Case 


histories of various well-managed firms 1 
explain his method for the benefit of bys. 
ness executives, bankers, investors =i 
others to whom it should be useful, 


The Study of Prices and the Value of 
Money. By E. Victor Morgan, fis. 
torical Association. George Philip and 
Son, Limited, 27 pages, 2s. 6d. 


The revival by the Historical Associatio, 
of the series of “Helps for Students of 
History ”"—short monographs dealing either 
with various aspects of the technique of 
historical research or with special subjects 
unlikely to be easily accessible to the com- 
parative beginner—is a project of which 
teachers and students alike will take grateful 
note. Professor Morgan’s booklet combines. 
with conciseness, clarity and grace, an 
explanation of the principles on which price 
indexes are constructed, an assessment of 
their value and limitations in the historic! 
field, and an account of the chief sources 
(from Thorold Rogers to The Economisi) 
from which price data are derived. In addi- 
tion to these general merits it has thai of 
introducing the students, without techzi- 
calities or undue abstraction, to the rud- 
mentary idea of economic equilibrium. It is 
in fact, a model of its kind. 


The Postwar Financial Problem and 
other Essays. By F. W. Paish.  Alo- 
millan. 263 pages. 168. 


Professor Paish has put first in this col- 
lection the essay called, when it was firs 
published by the London and Cambridge 
Economic Service in 1947, “ The Finance 
of Reconstruction.” The new title is sll 
a poor indication of the scope of the book 
as a whole, which includes an essay on 
planning and the price system that deserves 
to be more widely known, as well as the 
stimulating analysis of rent restriction firs! 
published last April. Essays on cheap 
money policy (Economica, 1947) and the 
volume of investment and savings (1948) 
complete the 93 pages of material wrtica 
since the war. This, and also the pioncering 
little wartime essay on economic incentive, 
all students of contemporary economics W1! 
be glad to have collected between suf 
covers. The five prewar essays—on the 
floating debt and various aspects of inte! 
national trade and currency problems—c‘ 
now of more specialised interest. 
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THE TRUTH 
ABOUT KOREA 


An expert analyses the development of the Korean 
crisis, attacks the faulty policies which contribute 


to it, and describes the politicians, the country 4” 
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Bull in China 


Washington, D.C. 

VERY now and then sudden cracks appear overnight on 

the surface of official Anglo-American relations (which 
are, at all times, better than a press which feeds on “ conflict,” 
“ deadlock ” and “ open breaches ” would suggest), but they 
are seldom deep or long-lived. The one which has developed 
over Communist China is certainly deeper, and might well 
be more enduring, than any other since the end of the war. 
It is the inevitable consequence of the sedulous refusal on 
both sides of the Atlantic to face the real meaning of the 
divergence of policy in the Far East. This has been hidden, 
during the last few months, under “ agreement to disagree,” 
in the vain hope that one or other of the enemies would be 
kind enough to take some step which would make the dis- 
agreements academic. They have failed to oblige and it 
would be a pity now if some way were sought of papering 
over the crack once more instead of undertaking a survey 
of the whole structure. Voting for the American resolution 
in the UN last week without any assurances about what 
would be asked next was hardly even papering the crack. 

American policy in the Far East has been so indecisive, 
or decisive so sporadically and in so many incompatible 
directions, that, at any time in the last few months, a British 
Government which had a clear idea of what it wanted, and 
why it wanted it, would have been able to save the United 
States from its own vacillations and the rest of the world 
from drifting into a dangerous situation. But frequent and 
querulous objections, which have been doing duty for a 
policy, have no effect except to cause irritation in Washington. 
Watched from across the Atlantic, London seems to have 
deen too preoccupied with displaying alarm, whenever one 
of the more irresponsible generals, officials or assorted 
politicians explodes into hot air, ever to take the decisions 
which, firmly presented, would have made the explosion 
harmless. 

As a result, a quarrel in which the British Government 
has an unassailable case has come to a head over the one 
point on which logic is against it. There can be no 
dispute that the Chinese Communists are technically 
aggressors and to make a sudden stand, after so many 
retreats and evasions, on whether to say so or not was to 
choose the worst ground on which to make it. What was 
called Mr Attlee’s “ hair-splitting” in talking of “ inter- 
vention on behalf of an aggressor ’—and the lack throughout 
his speech of a single friendly reference to the United 
States—served further to infuriate those who were already 
’nnoyed at British reluctance to call a-spade a spade, even 
though they had themselves refused for over twelve months 
‘0 call the government of China the Chinese Government. 
And those who were looking for a reasonable policy from 
the British Government could not discover one and had to 
invent what they hoped that it would be. 

But, if British policy has been disappointing, the develop- 
ment of American policy in the Far East over the last twelve 
nonths has been shocking. Criticism of Mr Acheson from 
‘sponsible quarters has been stifled for most of the last 
yeat by the scurrilous attacks of Senator McCarthy, which 
Made defence of his personal character seem more imme- 


diately necessary than doubts about his policy. But the 
direction in which his policy has been moving has lately 
brought a stream of criticism of a more serious kind than, 
accusations of sympathy with Communism. Mr Walter 
Lippmann referred the other’day to “ Mr Acheson’s political 
enemies, who lead him along and set the pace for him” ; 
to see how far they have led him and what a pace they are 
setting, it is only necessary to read again the speech he 
delivered to the National Press Club on January 12th last 
year, and to compare it with what has happened since. The 
policy outlined that afternoon had been compromised long 
before June 25th and by no means all the later changes were 
the necessary result of new conditions in the Far East. 


But the real trouble, which some people realised at once, 
began with the Korean war. The irretrievable mistake was 
the inclusion of the paragraph about the neutralisation of 
Formosa in the President’s statement of June 27th. As a 
result there is, in the public mind, a link between the action 
in Korea, which has the authority of the United Nations, 
and the American attitude to the Chinese Nationalists, which 
has not. And since June the Administration’s policy towards 
Formosa has been sliding down the slope into Senator 
Knowland’s lap so quietly that neither the Secretary nor 
the Senator seem to have noticed what has happened. Mr 
Knowland, the champion of the Nationalists, continues to 
attack Mr Acheson; and the Secretary of State maintains 
that Mr Ernest Gross’s statement that “we have reserved 
and continue to reserve the right to make certain that the 
question of Formosa will be handled in a way completely 
consistent with our national interest and security” is ne 
different from Mr Truman’s promise that “the determina- 
tion of the future status of Formosa must await the restora- 
tion of security in the Pacific, a peace settlement with Japan. 
or consideration by the United Nations.” 


This development in the policy on Formosa suggests, as 
some have lately begun to suspect, but none realised at the 
time, that the real Munich of this war—and the word has 
been too much used recently—occurred at Wake Island. 
Certainly the most plausible explanation for the change of 
attitude towards Formosa—a change which just grew and 
was never announced—is that, faced: with a rebellious com- 
mander, Mr Truman appeased General MacArthur at the 
expense of his announced policies. And a few weeks later, 
when Mr Attlee was in Washington, it was Mr Acheson 
who was the most fervent advocate of the limited war. 


The belief of the American public at this moment is 
that their allies have been trying to run out on them since, 
and because of, the reverses in Korea and that, therefore, 
the United Nations are an undependable bunch. They do 
not realise, and have not been told, that the change is not 
in the policy of their allies, but in that of their own govern- 
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ment. But at the same time as believing that the United 
Nations, as a corporate body, has let them down, they are 
also able to accept without question the thesis that every 
other country except India and Britain is on their side. 
The fact that they can collect a tattered little band of sup- 
porters, consisting of the Latin-American satellites and 
countries such as Greece, Turkey and the Philippines, which 
cannot risk thinking for themselves at this time, lends colour 
to the idea. And there is also a theory, which was given 
expression in Congress by Senator Kem, that those countries 
who have accepted Marshall aid have thereby forfeited the 


. tight to disagree with American policies. 


Mr David Lawrence, who writes a rather gouty column 
in the New York Herald-Tribune and some other papers, 
goes a little further and thinks that all the world should 
be a satellite. Public opinion in America would no doubt 
be very shocked to learn, as it could from the Canadian 
correspondent of the Atlantic Monthly, that Canada feels 
that American leadership is “ vacillating, inept and un- 
informed”; that “what Ottawa resents most of all is 
Washington’s off-hand treatment”; and that it is asking, 
after seeing what the United States has done to Canadian 
opinion, “ what is it doing to its prestige in the lukewarm 
capitals which had little of Ottawa’s genuine affection and 
admiration of the United States in the beginning ? ” 


It is a tragedy that the American initiative over Korea in 
June, the relief with which it was greeted all over the world, 
the popular pride at the President’s brave decision and the 
appalling losses which the American forces have suffered 
in Korea should ever have been allowed to add up to a 
total of bitter quarrels between allies and frustration in the 
United Nations. Good would come out of it if the United 
States were to learn the lesson that its policies have no 
inherent right to ride rough-shod over those of the rest of 
the free world—particularly when they are swinging so 
violently in all directions that it is hard for other countries 
to keep up with the latest moves. If the United States 
must go on walking by itself, Mr Lippmann said recently, 
“jet us do it with dignity. Let us not go shouting that 
everybody is out of step but father.” 


Counting Sheep 


[FROM A CORRESPONDENT IN COLORADO] 


AMERICAN sheep farmers in the mountain states can scarcely 
believe their ears at news of raw wool, still on the sheep’s 
back, selling for future delivery as high as $1.25 a pound 
and of cleaned wool at over $4 a pound. As recently as 
last spring it was §0 cents or less a pound raw and about 
$1.40 cleaned. Since then the market has, like the prairie 
flower in the song, been “ growing wilder every hour.” 


But sheep farmers are not reassured. After eight years 
of steadily reducing their herds, they now have hardly more 
than half the number of sheep they had in 1942, about 
32 million as against 56 million. And once again the spectre 
of a successful substitute for wool is looming in the form 
of Dynel, the new synthetic developed by the Union Carbide 
and Carbon Corporation, which is said to be like wool except 
that it is non-inflammable, resists chemicals and fungi, is 
mothproof, and holds its shape. Also it sells for $1.25 a 
pound even in present limited production, as against about 
$4 for cleaned wool, and the makers are stepping up output 
steeply. However, this menace is for the future. For the 
present, the American market can take two or three times 
as much wool as the country’s sheep can possibly grow ; 
production this year is estimated by the Department of 
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Agriculture at between 210 million and 225 million pound; 
as compared to 455 million pounds in 1942 and around 
250 million pounds last year. 

But for the first time in eight years the number of sheep 
seems to be gradually increasing. The character of she 
farming is changing fundamentally, if slowly. The ney 
poison “1080” is killing off coyotes, the chief scourge of 
the range, and western sheep farmers are beginning to fence 
their ranges, largely because the present high wages of th. 
shepherds—up to $300 a month—make it economically 
worth while to do so. Some general farmers are aly 
once again taking an interest in small flocks of sheep, 
And there are promising experiments with hormone drug, 
which in some instances induce ewes to have two sets of 
lambs in a year. High wool prices mean that sheep 
farmers now get about one-third of their income from woul, 
while for years the proportion has been more nearly one- 
fourth. This was another reason for the decline in flocks. 
as lambs have been going into lamb-chops rather tha 


saved to grow wool. 
* 


Nevertheless, this is also for the future, and building up 
the number of sheep will be a slow job. One principal and 
probably irremediable cause of the decline of the sheep wa: 
increasing competition for their traditional pastures, th 
vast open spaces of the west. More and more these ae 
being claimed for other uses—for military installation 
covering hundreds of thousands of acres, for the wild game 
dear to sportsmen, for recreation, and for hydro-electric and 
irrigation development. 


Sheep have a well-established reputation for leaving 
behind them conditions which encourage soil erosion. Their 
owners have long quarrelled with the Forest Service, in 
particular, over increasing restrictions on the numbers pet- 
mitted to seek their summer forage in the high mountan 
ranges. At their annual convention in Casper, Wyoming. 
the sheep farmers demanded a temporary moratorium oa 
reductions in the number of sheep permitted to graze on 
the western public lands, owned by the federal government. 
in order that the size of flocks might be increased for the 
emergency. They also approved a long-term proposal which 
would give the sheep greater rights on these lands. The 
whole huge domain, several hundred million acres of it, 
would be put under one management—it is now divided 
between the Forest Service of the Department of Agriculture 
and the Grazing Service of the Department of the Intenor. 
The latter has been much more lenient to sheep farmer. 
Under the new plan they would have the right of appedl 
from orders to cut the number of sheep grazing and unde! 
certain circumstances such orders could not be enforced. 
Soil conservationists, who reacted against this proposal + 
angrily as against former proposals of a similar kind from 
the sheep farmers, were not the only ones to oppose it. For 
in the western states the eastern hunter of wild game, whe 
may spend anywhere from $250 to $500 in ten days ™ 
the mountains, has more economic charm than the she? 


that may be displaced for the sake of the game that brings 
the hunter. 


Another worry for western sheep farmers is the spread ©! 
various new poison weeds. The deadliest of these is halo- 
geton, a thistle-like invader from Russia, which 1s spreading 
at a rapid rate. It contains so much oxalic acid that a light 
meal of it will kill a sheep. But the overriding factor 
militating against the sheep farmers is the permanently 
uneconomic basis on which their industry is set up- a 
wool market and processing plants, which originally 5° 
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up around sheep on the eastern seaboard, remained there 
when the flocks moved west. 


Now almost all of the western clip is loaded into goods 
wagons and shipped 2,000 miles, 60 per cent by weight, 
grease and dirt, to be cleaned and processed in the east. 
Further, freight rates on raw wool to Boston from the 
principal sheep-farming states are much higher than the 
rates at which the American railroads will carry imported 
wool from the west coast all the way to Boston on the east 
coast. A train may roar by a Wyoming ranch carrying wool 
from the Pacific port of Seattle to Boston, for a third less 
freight per pound than the Wyoming wool-grower has to 
pay for getting his wool carried two-thirds the distance. 
This, of course, was a concession by the railroads to get 
trans-continental freight shipments of wool, from Australia 
and New Zealand, which would otherwise remain on the 
ships and go to Boston via the Panama Canal. Attempts 
have been made to start a wool-processing industry near the 
mountains, but have foundered on the indifference of the 
sheep farmers themselves. 


American Notes 
Ringing in Controls 


The heads of the three economic stabilisation agencies 
have at last plucked up courage to ring the bell that freezes 
almost all prices and wages. Business seems relieved that the 
suspense is over and that prices have not, as was expected, 
been pushed down to the lower levels of a few weeks ago. 
The stabilisers decided against this, because it would have 
meant a delay, during which both the price thermometer 
and the anticipatory buying spree would have continued to 
break all records and public confidence in the power of the 
government to stabilise the economy would have collapsed. 
It was for these reasons, too, that the Director of Price 
Stabilisation, Mr DiSalle, took the risk of imposing a price 
freeze before he had the staff either to ensure that frozen 
prices do not inch upward while his back is turned or to 


thaw out the absurdities and inequities that have been 
caught in the ice. 


For enforcement Mr DiSalle is relying on the help of 
other government agencies, on the publicity with which he 
intends to shame the first violators to be apprehended, and on 
the public spirit of shopkeepers and housewives. Regional 
and district offices were opened this week, but the public is 
begged to be patient until they are equipped to clear up 
the confusion. The complete freeze is only temporary. 
Gradually separate regulations will be tailored to fit individual 
products and in many cases there is likely to be a roll-back 


of prices to the earlier and lower levels which Congress is 
demanding. 


But that will not mean an equivalent roll-back in the cost 
of living, since food accounts for 40 per cent of that cost 
ind food prices will have to go up by an average of 5 per 
-ent at the farm before they can be checked under existing 
egislation. So far meat is the only farm product to be 
frozen, to the discomfort of ‘the stabilisers, who have not 
forgotten that it was the black sheep of the last price control 
Programme. Other foodstuffs are controlled in the shops, but 
any tise at the farm will be reflected in retail prices. Neither 
the President nor the economic stabilisers have yet dared to 
‘ouse the farm bloc by asking Congress for amendments 
0 the price control legislation, to keep agricultural prices 
down, but already labour wants to know the reason why. 


For labour’s acceptance of wage stabilisaticn—it does not 
Pretend to accept the wage freeze—depends upon stabilisa- 
tion of the cost of living. Labour also demands that wage 
Controls be flexible and adjustable ; Mr Ching, chairman 
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of the Wage Stabilisation Board, has promised that they will 
be and that the wage freeze will be even more temporary 
than the price freeze. He has already allowed the coal- 
miners to benefit from the wage increase which was nego- 
tiated, but had not taken effect, before the freeze. This 
almost certainly means that a rise in the price of coal will 
have to be permitted, and after that will come innumerable 
demands from other industries for a thaw because of the 
rising cost of fuel. 


The economic stabilisers recognise frankly that in practice 
their freeze is only a delaying action and cannot do more 
than slow down the inflationary spiral. Whether it can 


even do that depends on whether the public is prepared to 





+reregtocn. 
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make the best of the controls it has brought upon itself 
In the long run, of course, and the stabilisers recognise this, 
too, it is only fiscal and monetary measures that can stabilise 
the economy in the present situation. 


* ® * 


Security Without Tyranny 


Admiral Nimitz, even when commander of the Pacific 
Fleet, probably never sailed more troubled waters than those 
on which he has just been launched by the President. He is 
the head of Mr Truman’s new commission, which is charged 
with seeking the “ wisest balance that can be struck between 
internal security and individual freedom.” Fears that existing 
legislation is inadequate to counter Communist infiltration are 
widespread ; so are anxieties that a national “ security 
neurosis” is hastening a new tyranny over opinion, The 
nine member non-partisan board, which is expected to submit 
its recommendations in a year, will investigate not only the 
fairness and effectiveness of laws and government procedures. 
but will consider what can be done to prevent the infringe- 
ment of individual rights by private bodies in the name of 
security. 
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The creation of such a commission has been urged strongly 
on the President ever since the Congressional sub-committee 
investigating Senator McCarthy’s charges against the State 
Department divided on party lines. Such a body of eminent 
people, with no party axes to grind, should be able to sift 
the real from the fancied requirements of internal security, 
relieve the present hysteria, and combat the demand for 
rigid conformity which often masquerades as patriotism. 


Some of the laws to be examined go back almost to the 
founding of the Republic, but the two government measures 
chiefly involved are the government’s loyalty check on its 
own employees, established in 1947, and the Internal Security 
Act of 1950 (passed over the President’s veto), which requires 
the registration of Communist and Communist-front organisa- 
tions and the exclusion of many immigrants and visitors. 
Congressional suspicions of the loyalty programme have been 
heightened by the fact that Mr William Remington, now on 
trial for perjury in that he denied ever having been a Com- 
munist, was cleared by the Loyalty Review Board. 


The most skilful sailing will be needed if Admiral Nimitz 
is to avoid a head-on collision with Congress. His terms of 
reference suggest that defamation under cover of Congress- 
sional immunity may lie within the scope of the Commission’s 
enquiries. Moreover, some Republican Congressmen already 
suspect that the creation of the commission at this time was 
designed to trump that of a Senate investigating body of 
which Senator McCarran, author of the Security Act, has 
made himself chairman. This body, roughly comparable with 
the House Un-American Activities Committee in purposes 
and membership, is particularly designed to air charges that 
the Administration has sought to kill the Act’s immigration 
provisions by kindness—and literal enforcement. 


* * x 


Set Fair for Shipping 


The biggest ship sale in history came to an end last 
month. In a fortnight American buyers had snapped up 
131 vessels from the reserve fleet. This was probably their 
last chance, as legislation authorising such sales expired on 
January 15th and is unlikely to be revived. What made even 
these slow-moving Liberty ships attractive is the soaring rates 
on outward cargoes—particularly coal. With the doubling 
of some bulk rates , the shipping of coal to Europe has become 
as costly as the ccal itself. 


Of the 5,500 ships built during the war, just under 2,000 
have now been sold ; the turn in the shipping tide has made it 
possible for the government to recover, in all, $1.7 billion of 
the $13 billion invested—a remarkably high rate of return 
for such a government programme. But it also means that the 
best of the reserve fleet is gone ; the Navy is insistent that 
most of the 2,000 cargo boats still in government hands would 
be easy prey for enemy submarines in the event of war. The 
Bureau of the Budget, its objections at last overruled by the 
international crisis, has given the green light to the building of 
50 fast dry cargo vessels. These would have a speed of 20 
knots, twice that of the Liberties,and a carrying capacity two 
and a half times as great. Fast enough to dispense with 
convoys, they would also carry helicopters for anti-submarine 
work. The whole programme is to cost $350 million. 


This order is the only substantial new business on the 
horizon for American shipbuilders ; such new orders as there 
have been have gone, in the main, to foreign yards, because 
of their cheapness and the blocking of foreign currencies. 
Employment in domestic yards, which was 1,300,000 during 
the war, fell, in the year ending September 30th, from 55,000 
to 48,000, and would have fallen further but for a rise in 
repair work. The news, therefore, that the government is to 
reopen its standby yards for the new cargo vessels has caused 
much grumbling from private builders struggling to retain 
their skilled men and who are, in any case, persuaded 
that the State Department wants to destroy the merchant 
marine to provide dollars for foreigners. 
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The industry’s hopes that present war clouds may haye ‘ 
silver lining are pinned on Congress, which failed to pass , 
long-range shipping Bill in the last session chiefly because of 
Treasury objections to the preferential tax treatment it woul 
have given the shipping industry. The Bill would also exten 
construction subsidies to all US flag ships in foreign trad 
rather than those on essential routes only. Presumably on the 
assumption that the Bill is passed, the shipping companie; 
have offered to spend $150 million to remedy the lack of fa:; 
liners which in an emergency could serve as troop transports, 
This is a gap in the national defences which worries th 
Navy. Before the war, there were 126 liners capable, in ; 
pinch, of transporting 328,000 troops ; by midsummer, 1950, 
this had fallen to 43, with a capacity of 137,000. 


* * * 


Foul Play 


Senator Kefauver’s Crime Investigating Committee js 
now holding its last hearings in a number of cities, in the 
hope of giving its report to Congress as an Easter egg. The 
committee has learnt from experience that it must keep its 
itinerary secret if prospective witnesses are not to disappear 
into the blue—or the grave. Since one of the first and most 
notorious bookmakers to be called before the committee was 
sent to jail as a result of his testimony, leading witnesses have 
naturally taken refuge in silence ; they are being cited for con- 
tempt of Congress as a result, but that will not necessarily 
loosen the tongues of those still to be heard. There seems 
to be no doubt that a nation-wide gambling ring, or series ot 
rings, exists and that the men investigated by the committee 
are linked by something stronger than coincidence and 
memories of student days at Al Capone’s. 

These gambling syndicates could hardly live without the 
connivance of the police force. In New York the new broom 
that is sweeping through the city administration has just 
cleaned up a huge bookmaking combine that is alleged to 
have spent $1 million a year on police protection ; amongst 
other things officers were given television sets to occupy 
their attention. Another practice which lends itself to abuse 
is the system by which city employees sell tickets for enter- 
tainments in aid of their staff welfare fund. A sizzling 
scandal of this kind has just been revealed in connection 
with the annual Firemen’s Ball. A special “ major disaster 
unit ” of fifty firemen is alleged to have devoted all its ener- 
gies to selling three times as many tickets as there were 
places at the ball ; the difference is said to have been pocketed 
by the chairman of the committee, who, however, insists 
that he is the victim of a political attack. 


The police have redeemed much of their reputation by 
the painstaking and fearless way in which they are dealing 
with the dope pedlars who have recently been corrupting 
New York’s schoolchildren. Of the 30,000 drug addicts in 
the city, it is estimated that half are “ teen-agers,” and the 
same shocking trend has been noticed in other parts of the 
country. But it was the young people themselves, or at least 
one young basketball player, who revealed that all was not 
well with college basketball, one of the great bookmaking 
games. The gamblers who try to bet on a sure thing by 
pre the players did not bring it off this year as they 
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THE WORLD OVERSEAS 
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The Gold Coast’s Election 


(By a Correspondent Recently in the Gold Coast) 


INCE 1945 the Gold Coast has been the scene of spec- 
tacular political changes. Until that year the Legislative 
Council had an official majority. Under the new constitution 
which comes into force in February the Council, enlarged 
from 30 to 84 members, will consist entirely of African non- 
officials except for three nominated officials and for six mem- 
bers representing mining and commerce. About half the non- 
officials will be elected by universal suffrage—either directly 
in the five large towns, or indirectly in the rural districts— 
and the remainder will be chosen by the territorial councils 
consisting mainly of chiefs. 

In the Executive Council—the “cabinet” or policy- 
making body—the official majority will disappear and African 
“Ministers ” will hold eight of the eleven portfolios, As a 
safeguard the Governor will retain certain reserve powers but, 
elsewhere, there has usually been a reluctance to use these 
except in the last resort. It will be seen, therefore, that the 
experiment—or gamble as some critics have termed it—is a 
bold one. 


There are many who feel that the pace of constitutional 
advance has been too rapid, but whether it would have been 
possible to apply the brake is of academic importance now. 
The wave of nationalism which engulfed South-east Asia 
after the war rippled to the coasts of Africa and there was 
little hope of stemming it. Thousands of men from the Gold 
Coast fought in the Burma campaign, and when they heard 
that Burma had achieved independence they felt that their 
own people were no less capable than the Burmese of govern- 
ing themselves. It was not surprising, therefore, that when 
the Commission appointed to inquire into the Accra riots 
of 1948 publicly recommended further political changes, the 
aspirations of the nationalists soared. It is impossible today 
to put the clock back. 


But the most vocal and powerful political party in the 
Gold Coast now demands full and immediate self-govern- 
ment, and nothing less. This party is known as the Conven- 
tion People’s Party (CPP). Its leader is Kwame Nkrumah, 
who was behind the disturbances of 1948, and whose dream 
was to create a Union of West African Soviet Socialist 
Republics. Educated in the United States, he spent some 
time in England where he had affiliations with the Com- 
munists. He is now serving a sentence for sedition. 


There is no evidence that the CPP is sponsored or financed 
by the Communists and it numbers amongst its members 
many who could not even define what Communism is. But 
employs all the technique of Communism or “ Hitlerism.” 
There is the special appeal to youth, the theatrical appear- 
ances of the leader, and his blasphemous deification 
(Nkrumah is placed next to Christ). The stronghold of the 
party is in the towns, where it attracts, among others, the 
political adventurers and racketeers, and in 1950 the party 
*t Out to capture, and did capture, all the seats in the 
clections to municipal councils, Its success lies in good 
‘rgaisation, cohesion, intimidation and, not least, in the 
‘ingle slogan “ self-government NOW.” Self-government is 
teld out to be the prelude to a Utopia in which there will 
be higher wages for less work, lower taxation and perpetual 
Prosperity for all, A population of whom not one in ten is 
terate, or knows what self-government. means, can readily 
‘wallow such promises. 


The party derives great support from the press, the bulk of 
which looses a daily torrent of invective and abuse against 
Britain and clamours for independence. Branch newspapers 
are set up to carry the campaign into the provinces. These 
publications are not newspapers at all, but political broad- 
Sheets, designed solely to spread the party propaganda. 
Although some people belittle their influence in the country 
areas, the continuous flood of abuse cannot be without effect. 
Prosecutions for sedition are undertaken where possible, and 
many convictions against the editors have been obtained, 
but much of the material published is just outside the law. 


In the face of all this, moderate and sensible opinion, still 
strong in numbers, is silent, disorganised and dispirited. 
Many who believe that the time is not yet ripe for self- 
government subscribe to it publicly to avoid charges of lack 
of patriotism. The chiefs still carry considerable weight, but 
they have begun to lose faith in Britain’s ability or determina- 
tion to support them. On them the abandonment of the 
Indian Princes has not been without effect. Small wonder, 
then that some have sought to be on good terms with those 
CPP leaders who may be their masters tomorrow. 


Apathy in the Villages 


Apart from the moderates there is the vast number of 
simple folk, especially in the countryside, who know nothing 
of what the elections are about and care less. To register 
as voters they must produce evidence of having paid their 
tax, and since most prefer the substance of five shillings to 
the shadow of a vote they do not register. Most of those 
who have registered have probably done so at the urge of 
the CPP and will vote accordingly. 


Every effort will, of course, be made by the Government 
to ensure that the elections are carried out decently and in 
order. Lessons will have been learnt from the municipal 
elections in 1950 when there was open intimidation ; and the 
large European staff available in the towns should suffice to 
ensure proper supervision at the polling booths. But what 
cannot be prevented is “ remote” or “ secret ” intimidation. 
An injunction by a CPP supporter to “ vote CPP or your 
house will be burned,” or “ you will be a victim of ju-ju” 
need not be made in the vicinity of the polling station. It 
can be made effectively a day, a week or a month before 
the poll. This pressure will continue to be exercised on 
the credulous and superstitious African until he is really 
convinced of the secrecy of the ballot box—and this will not 
be in the near future. 


There is no Gallup poll in the Gold Coast to guide 
election prophets, and as in Africa the unexpected often 
happens, it may be rash tot make forecasts ; but the CPP 
should win all the urban constituencies and a proportion of 
the rural seats. On the other hand they are unlikely to 
achieve much success in the territorial councils, and the 
Northern Territory will vote solidly against them. It may 
be assumed that they will command about a third of the 
Assembly and that about three of the Ministers will come 
from their ranks. In short, the experiment will largely 
depend on their wish, and ability, to make it work. 

The Colonial Office and the Government hope and believe 
that power will bring responsibility and that African Minis- 
ters, prompted and guided by their permanent British 
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advisers, will act with moderation and commonsense. Here 
it is only fair to add that the CPP has behaved with reason 
and efficiency since capturing the Accra Town Council last 
year, and that in the last two or three years the standard 
of debate and conduct in the Legislature has markedly 
improved. As against that is the recorded determination 
of some of their leaders to wreck the new Constitution. If 
the Government’s hopes are fulfilled the experiment—or 
gamble—will have come off. 


Strasbourg on Stilts 


THE committee of seven, whose proposals for amending the 
Statute of Europe are now reposing on the desks of slightly 
anxious European Governments, was appointed by the 
Bureau of the Council of Europe at the end of the Assembly’s 
November meeting. However its proposals may be judged, 
it is only fair to the Committee to remember that it had 
two clear mandates from the Assembly to do what it has 
done. The first stems from the resolution unanimously 
passed in 1949 that “ the aim of the Council of Europe must 
be to establish a political authority with limited functions 
and real powers ” ; the second is the decision of the Assembly 
last November to set up the committee of seven to work out 
a precise formula to this end. 


That its proposals will please neither the enthusiasts 
nor the opposition is due far less to the shortcomings of the 
committee itself than to the inherent contradictions of the 
task it was set. It was to produce a compromise between 
two irreconcilables ; between those who did not want the 
Statute changed at all but simply that the Council should 
start doing what they had originally hoped it would 
do, and those who (apparently) wanted to change it com- 
pletely ; between, in fact, the federalists and the non- 
federalists. And, as M. Spaak himself let slip, “I do not 
believe that there are any moderate federalists. One is either 
a federalist or one is not.” The unhappy seven are federalist ; 
but they have produced a plan which does not contain that 
essential surrender of national sovereignty which alone can 
make federalism work, while it bristles with all the elements 
of a situation to which the anti-federalists are most allergic. 


The relation of the Committee of Ministers, which at 
present consists of the uncompromisingly national representa- 
tives of independent governments, to the Assembly which is 
the potential legislature of a federal Europe, has been 
correctly isolated as the crux of the ideological problem. 
How, the drafting committee have asked themselves, can 
these two be united so that the creature of their union will 
have limited functions and real powers ? Superficially, they 
have produced something which might, at a pinch, answer 
to this curious description. Its functions are to be so limited 
through the provisions for rule-making that governments 
shall have “ the final say” on what rules are in fact made ; 
thus, in theory, neither the Council as a whole nor the 
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Assembly shall have any real powers which have not been 
specifically and voluntarily erred upon them by govern. 
ments. On the other hand their powers, once they exist, are 
to be real enough through the creation of an executive te 
enforce and administer rules, which for all normal PUrposes 
is to be directly responsible to the Assembly. The esseng 
of good federalism is there in the provision that rules, onc 
passed, shall make null and void all national laws, 


Briefly, the Assembly, with the Council of Ministers, shal 
constitute a European law-making body. Bills may be intro. 
duced in either House and may cover, in the “ immediat 
programme,” mutual defence plans (except where already 
subject to Treaty), all matters now dealt with by the OEEC 
and a host of generalities about concerted action on pro- 
ductivity, resources, high and stable levels of employment, 
barriers to the exchange of goods, and so on. ; 


Once approved by a two-thirds majority in the Assembly. 
and a simple majority in the Committee of Ministers, a Bill 
is automatically referred to governments. When they have 
all reported on it, or after six months, it will go back to the 
Committee of Ministers. If the Ministers then approve it 
by a unanimous vote of the majority entitled to sit on the 
committee, the Bill becomes a European rule. If there js 
a question of amending it, the whole process starts cll over 
again. Thus far the governments have had their final say. 


In Permanent Session ? 


When the Bill becomes a rule, it is administered by the 
Executive Council of the Assembly. This is to consist of 
seven councillors chosen by the President and confirmed 
by a two-thirds majority in the Assembly for a yearly term. 
Each councillor shall head a permanent “ department” 
on the civil service principle, with whose help they shall 
administer rules in their particular field and prepare and 
initiate Bills. So far, so simple. But when the drafters came 
to the question of executive control of existing international 
agencies—specifically the OEEC—the unsteady hand of 
compromise designed an impossible hybrid. There is to be 
a Joint Executive Committee, comprising the seven coun- 
cillors and seven representatives of the Committee of 
Ministers. This, the drafters claim, will ensure more direct 
control by the Ministers than will be the case with normal 
business. But this body is to be “responsible for all deci- 
sions” taken by the organisations concerned. What sort of 
responsibility this is, the drafters have failed to indicate: 
it is certainly responsibility in no known sense of the word 
and without precedent in national or international practice. 
In so far as it means anything, it must surely give mort. 
not less, power to the Assembly in these matters than it wil 
be able to exercise in the case of normal rules or decisions. 


Several other details of the new proposals deserve specid! 
mention. The Committee of Ministers is to undergo ? 
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further fundamental change on questions other than rule- 
making. Its decisions shall in future be valid if voted by a 
two-thirds majority ; thus the unanimity rule, so dear to 
the heart of non-federalists, goes by the board, though such 
decisions will remain, as now, merely recommendations to 
governments and in no legal sense binding upon them. 
Secondly, the Assembly is to be endowed with direct supra- 
national powers over membership. Once the head is in the 
noose, nothing but a two-thirds majority of the Assembly 
can get it out again. Finally, there is a serious danger that 
the Assembly will be in more or less permanent session. Not 
only will it meet twice a year for at least twenty-one days, 
but thirty enthusiastic members can empower the President 
to summon an extraordinary session. 


This is, without doubt, an honest and ingenious attempt 
to provide the paper answer to the Assembly’s impossible 
request. But in its essentials it is federalism not func- 
tionalism. The Specialised Authorities, to which the 
Assembly pinned such high hopes in November, have 
received little more than passing mention, while the funda- 
mentally federalist nature of the framework here proposed is 
acknowledged, almost casually, in the last sentence of the 
Protocol: “Consequential Amendment. That the word 
‘consultative’ be omitted from the Statute wherever it 
appears.” 


Greeks at Peace 


[BY A CORRESPONDENT RECENTLY IN GREECE] 


Wit the chastening effect of a cut of roughly 25 per cent in 
American aid—now accepted as final—life in Greece takes on 
a sombre aspect. Yet the trials of peace are less severe in 
some places than others. Athens, indifferent to the ECA 
Mission’s disapproval, spreads its wealth in unproductive 
enterprise. Patras, forgetting the future, lazes on the proceeds 
of a currant boom ; and little disturbs the tranquility of the 
Western Peloponnese except a gendarmerie commandant’s 
determination to find Communists where none exist. 


Away from the south complacency diminishes. Anxiety 
at the international situation restricts business in the sturdy 
town of Volos. Further north, in Thrace and Eastern 
Macedonia, a tobacco slump casts a heavy shadow which 
Mr Papandreou’s efforts to recover German markets have 
failed to dispel. The months of enforced idleness have 
begun. So long as Virginian tobacco bought with Marshall 
Plan dollars predominates in Germany, American policy will 


ce suspect in the damp warehouses of Xanthe and 
valla. 


Out in the mountain villages the struggle for existence 
teaches its climax. By midsummer thousands of repatriated 
peasants faced the prospects of a winter in tents on the sites 
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of ruined villages in snowbound areas. Major disaster was 
averted only by a last minute scheme which made money and 
materials available to villagers to do their own building. Out 
of fifty-six thousand houses completed in the past six months, 
more than two-thirds were built by the peasants. Recon- 
struction still lags behind in places where morale is low and 
leadership poor ; but in many districts progress is rapid and 
impressive. Hardship is everywhere apparent in the acute 
shortage of animals and food ; in the rooms which show no 
possessions other than a pitcher and a few threadbare 
blankets. Houses are occupied without doors and windows ; 
these must wait, sometimes indefinitely, for Government 
deliveries of glass and timber. With all effort concentrated 
on immediate survival, work in the villages continues 
undistracted by thoughts of Korea. 


In the towns, however, Korea is responsible for delays to 
reconstruction due to the attitude of wait-and-see, and to the 
fear of shortages which has brought a sharp rise in the cost 
of living over and above the general increase in world prices. 
The international conflict is discussed with vigour at every 
level. Athenian pedlars press “ strategic maps of Korea” 
on passengers leaving for the provinces by the buses which 
start from the side streets close to Omonia Square. Unofficial 
spokesmen, regarding the Albanian frontier as the Greek 
38th parallel, ruefully claim that had the United Nations not 
prevented the army’s advance on Tirana after the Grammos 
victory, there would be no war today in the Far East. 


Every retreat in the Far East reinforces Greek arguments 
that the army at home should be increased. Opposed to 
this are the economic advisers ; the young conscripts eager 
for demobilisation ; and the politicians who see in the army’s 
efficiency and potential power a challenge to their own weak- 
ness. Among the people the army’s prestige is high. The 
dispatch of a battalion to Korea at a time of acute economic 
stress reflected more than a sympathy with United Nations’ 
principles ; it was a symbol of national pride. Demands for 
larger forces go beyond the self-interest of ambitious 
generals. Fear that the andartes may return lingers in the 
mountains ; consequently peasant morale there is highest 
where the army is much in evidence. Communist guerilla 
activity has lately been confined chiefly to occasional raids 
close to the Bulgarian frontier for food and identity papers. 
The guerillas have sometimes attempted subversive propa- 
ganda by verbal persuasion and leaflets—so far with little 
success. Security is good throughout Greece, except in 
Thrace where the wild firings of home guards make night 
travel dangerous for Populist, Communist and UNSCOB 
observer alike. The home guards—MEA—come under the 
command of the army but are remote from its discipline. 


In military circles it is sometimes suggested that the 
gendarmerie should also be brought under the control of 
the army. This, however, would finally destroy any chance 
of building up the independent and demilitarised police 
force so badly needed. Although much still has to be done 
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before the gendarmerie is qualified to carry out the normal 
duties of a competent police force in a modern state, some 
results of the British Police Mission’s patient tutelage are 
beginning to show. Manners and turn-out have greatly 
improved ; and Greeks confirm official reports that the use 
of oppressive police methods is now less frequent. 


Prison conditions, nevertheless, remain unsatisfactory. 
With the transfer of civilians to the inaccessible island of 
Aghios Evstratios, Makronisos has faded from the limelight. 
Civil crime is low; the high prison figure of 25,000 is 
explained by prolonged detentions for political reasons. It 
is argued that Greece is not in a financial position to spend 
money on prison improvements, especially at a time when 
much of the nation’s revenue is taken up by the rehousing 
of the victims of Communism. In spite of these excuses, 
at least something should be done without delay to separate 
consumptives from the healthy, and to speed up investigations 
into unconvicted cases. 


Desire for Social Reform 


Outside the prisons, Communism’s hard core is to be found 
in its traditional centres—Pireus, Salonika and Kavalla. 
Even here its strength cannot be assessed with any accuracy. 
For it is impossible to tell how much of the unexpected 
success of the Svolos-Sophianopoulos Socialists in the March 
Elections was due to Communist supporters whose own party 
was, and still is, proscribed. But the sharp drop in the sales 
of the Socialist paper Makhi, on the publication of near- 
Communist Dimokratikos (now suppressed), was considered 
by some observers to indicate Communism’s greater appeal. 


Communism’s new opportunity lies in the flagrant contrast 
between rich and poor and in the failure to raise the standard 
of living. While the reforms adopted after the cut in 
American aid promise to revolutionise the Greek economy 
and administration, grave doubts exist as to whether any 
of the present political parties are capable of making these 
reforms effective. The instability that has led to five 
changes of government since the elections in March has 
shaken confidence in the democratic system. In the quest 
for leadership some thoughts still turn to Papagos. But it is 
also feared that so forceful a military personality, even if 
constitutionally elected, must eventually become a dictator. 
Today the desire for social justice and better conditions is 
too strong to be ignored. Three months ago people were 
complaining that General Plastiras’s EPEK spent too much 
of its time planning, and achieved very little during its four 
months of office. Now this Party’s popularity is steadily 
increasing. Could EPEK consolidate and produce a strong 
policy, many believe that it might provide a safeguard against 


the new danger of a return to Right-wing or Left-wing 
extremism. 


India’s Need for an 
Opposition 
[FROM OUR OWN CORRESPONDENT] 


INDIAN politics today illustrate two old commonplaces of 
British constitutional thought—that coalitions do not work 
once the emergency which created them is over, and that 
effective Parliamentary democracy requires a loyal opposition 
as an alternative to the government. The Congress Party out 
of office was a national movement with an aim, not a party 
with a doctrine. Its political colouring ran from old- 
fashioned Liberals like Sardar Patel, through Laskians like 
Nehru, to Marxists like J. P. Narain and William Morrisists 
like the Mahatma himself. Only independence mattered, and 
on that there was no division. 
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Unity continued for a time, even after August 15, 19.7 
The succession of crises which faced free India demanded 
action, not argument. Law and order had to be restore 
after the Punjab massacres, the states had to be integrated 
Kashmir had to be protected from the tribesmen, and 1h, 
threat of Hyderabad’s would-be independence had to jy 
dealt with. On none of these was there time for doubt. Eye; 
this year there has been the currency deadlock with Pakistan 
and the Bengal crisis; but the criticism of the Delhi Pac 


is already a sign that people no longer see only one answer. 


The emergencies have been dealt with masterfully. Noy 
Congress is left face to face with India’s perennial problem 
of poverty, a poverty which for fifty years has been getting 
slowly, if intermittently, worse. The next issue has thy 
become economic, and the many divergencies of economic 
belief within the Congress Party have inevitably come to the 
surface. Each Congress wing thinks that it alone possesses 
the cure-all ; like the patient who dies while his specialists 
out-diagnose each other, India goes on getting poorer while 
Congress tries to agree on a remedy. Meanwhile the left 
hand undoes what the right hand has accomplished ; in 1048 
controls were lifted and put back within a few months. Talk 
of nationalisation frightens the investor ; lack of it in fact 
frustrates the Left. The economy stagnates, for there is no 
planning, and yet enterprise is not free. 


Faction Without Merit 


Inevitably the electorate grumbles and Congress descends 
into faction—faction totally without merit. Each group 
claims alone to represent the Congress gospel in its purty 
until the bewildered elector cannot discover who stands 
where. Instead of producing platforms the dissidents sling 
mud ; and the mud sticks, not only to individuals but 1 
Congress itself. No rival party emerges, but the glory of 
Congress is blurred. Most of India’s State Congress parties 
are today torn by power politics. In Rajasthan the Chie! 
Minister lost his position to a competitor he had just, unsuc- 
cessfully, put before a tribunal for corruption. In the UP 
(Uttar Pradesh) a campaign of 60 Members of the Assembly 
against the Food Minister for alleged corruption 2nd 
favouritism ended in the expulsion of 19 from the party. !n 
the East Punjab the Cabinets have assumed a French 
impermanency. In Andhra a purely personal row became s0 
bitter that bogus Congressmen were enrolled by tens o 
thousands, The Bengali lack of cohesion has actually prc- 
duced a triangular Congress with the Chief Minister bouna 
at the epicentre. Even in Delhi wear and tear came to the 
surface during the recent Congress Party presidential 
elections, when Patel-backed Tandon beat Nehru-backed 
Kripalani by a few votes. The monolith is beginning ‘ 
dissolve, but no working opposition has yet solidified. 


Certainly it will not come from the present opposition 
parties, which are not capable of disciplining Congress, much 
less of unseating it. The RSSS (Rashtra-Sewaka-Sevak-Sangh 
has an organisation, minor leaders and 700,000 members, pat 
no purpose. It stands for a Hinduism without caste or idols 
and wants to remain a cultural non-political body as much 
boy scout as fascist. The Mahasabha has neither orgamisatico 
nor purpose. Its following is confined to Bengal, where 1 
third-rank leader, Dr. S. P. Mukerjee, missed the boat las 
March. The Socialists have a purpose and a leader of al- 
India fame in J. P. Narain, but neither organisation 1! 
following (outside a few areas like Bombay city or Mu! 
Bihar) ; they have 150,000 members against Congresss 3¢ 
million. The Communists have no lasting leader because af 
Russia’s purge mania ; their organisation is localised t0 2 aa! 
pockets which are retracting, their following is patchy 
marred by memories of collaboration in the war effort when 
Congress was in jail, and their immediate purpose shifts 
Moscow absorbs lessons of doubtful application from Ti 
or Mao. Of the local parties, the Workers and Peasai 
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Party is more Cominformist than the Cominform and may 
win some seats in Maharashtra on an anti-Brahmin plank— 
which is not even in its platform. The Revolutionary Com- 
munist Party has committed some sordid but tiresome 
murders, mainly in Assam, and most of its leaders are now 
in jail. The People’s Congress in the UP, which might have 
been a major breakaway, was stillborn. 

None of these parties can win elections. A real opposition 
can only come when Congress splits into a Right which would 
absorb the boys who go RSSS and a Left which would 
coalesce with the Socialists. The recent presidential elec- 
tions showed how imminent the split could be if only the 
leaders did not remember shared gaols and the ideals they 
learnt together from “ Bapu ” so well, that a split would seem 
treachery to the Mahatma and to the Congress Party which, 
for 30 years, has been the mainspring of their lives. And 
there is the practical calculation that Tandon and Kripalani 
got almost equal votes so that a split might be into deadlock 
halves, paralysing what is still the most effective government 
in the underdeveloped world. 


But one day the split must come ; for, in a country as 
politically awake as India today, if the electorate is not given 
a loyal opposition to which to turn, it may, yet, vote—or fight 
—for a disloyal one, 


France’s Rearmament Effort 
[FROM OUR PARIS CORRESPONDENT] 


Tue National Assembly’s vote of 740,000 million francs for 
the defence Budget for 1951 marks the beginning of the 
rearmament of France by French industry. Shipments of 
arms from the United States since the summer of 1949 have 
been worth some 300,000 million francs. This material has 
done something to replenish French arsenals and to furnish 
formations in Germany, France and North Africa with 
adequate equipment and vehicles. The main task of 
rearmament must, however, be accomplished by French pro- 
duction—co-ordinated, of course, with the programmes of 
France’s allies, 


Of the 740,000 million francs in this Budget, 520,000 
million is for Metropolitan France and 220,000 million for the 
Overseas Territories (principally Indochina). Of the 740,000 
million, 385,000 million are to be financed by ordinary 
resources and 355,000 million by the special rearmament 
fund. (This fund, which is met by 165,000 million of new 
taxes, 140,000 million of American Aid and a 50,000 million 
defence loan, was pushed through the National Assembly 


. - day of 1950 as the spear-head of the whole defence 
udget), 


The Ministry of National Defence has published figures 
showing the allotment of credits to the different services and, 
within those services, the division as between current 
‘xpenses and arms-production proper. Of the 520,000 
million attributed to etropolitan France for the year 1951, 
212,000 million will be given to arms-production. This 
‘um is three times the figure for 1950. 


The Ministry of War, which has the lion’s share of the 
1951 arms-production credits will spend most of its funds 
on tanks, armoured cars, artillery, anti-tank weapons (mines 
and bazookas), jeeps and trucks, mortars and small arms. 
The rest of the credits will be spent on the re-equipment of 
‘late arsenals and the adaptation of civilian factories to war- 
Production and also on the building up of stocks of spare- 
Parts and other military stores, including clothing. With its 
37,000 million the Navy will, in accordance with the role 
‘niginally assigned to it under the Brussels Pact, concentrate 
bre: the protection of the sea-routes joining France to 
eee America and North Africa. Particular attention is 

Ng paid to escort vessels, mine-sweepers, coastal aircraft 
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and aircraft carriers. Port installations are to be renewed 
and some workshops in the dockyards are to be put under- 
ground. The air force, with 68,000 million francs, is to pro- 
duce fighters, improve its radar and modernise its aero- 
dromes. 

FRENCH DEFENCE CREDITS (IN FRANCS) 


| Total for Each Arm For Arms Production 
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The National Defence credits have been allotted to the 
different services after consultations between M. Moch and 
the three service ministers and recommendations by the 
chiefs of staff. In the co-ordination of the service pro- 
grammes M. Moch is assisted by a Secretary-General for 
the armed forces, who is also the French representative on 
the North Atlantic Defence Production Board which held 
its first meeting in London on January 11th. 


Defence orders are placed by the technical services of the 
Défense Nationale in the normal way, either with its own 
arsenals or with private firms. Since, however, rearmament 
will have extensive economic repercussions both on domestic 
industry and on France’s import and export policy (which 
will be discussed in a subsequent article) the Secretary- 
General for the armed forces must establish close 
liaison with the Ministries of Industrial Production and 
Finance and Economics ; he must, in particular, translate 
the military credits into a budget of raw materials and semi- 
finished products so that the necessary adjustments may be 
made to imports and internal consumption. These ministries 
will indicate surplus capacity in French industry, and recom- 
mend the distribution of orders that is most advantageous 
to prosperity. So far little difficulty has been encountered 
in placing orders. Even before the passing of the special 
rearmament budget the adaptation of factories had begun 
and new assembly lines set up. 


Canadian Views on the 
Far East Crisis 


[FROM OUR OTTAWA CORRESPONDENT] 


NOWHERE in the world, probably, is the gulf between the 
United States’ and the Commonwealth’s approach to the Far 
Eastern situation more apparent to the ordinary newspaper 
reader than it is in Canada. On the one hand Canadian com- 
mentators in the press and on the radio acclaimed the cease- 
fire committee’s last effort as a major triumph for Common- 
wealth diplomacy. The combined efforts of the Prime 
Ministers in London and their representatives at Lake Success 
had, they said, restrained the headlong American surge 
towards an irrevocable break with China. For those who think 
this way, the problem all along has been to get a satisfactory 
revision of American Far Eastern policy, and the efforts 
of the Commonwealth Prime Ministers seemed to have 
brought that nearer than it had ever been before. But side by 
side with this line of Canadian comment the public is con- 
sistently reading American reports from Korea and Washing- 
ton and Lake Success—and even from Taipeh—which present 
Peking as a mere tool of Moscow. The warnings against 
appeasement which seem to dominate American thinking are 
rien in most of the press despatches from American 
sources, and it would be very strange if the Canadian public 
were not confused. 
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It is, as a matter of fact, only recently—certainly within the 
last three months—that the Canadian public has begun to 
realise how critical their own government is about American 
policy. It might have been better if this government, and 
possibly other Commonwealth governments, had been more 
outspoken at an earlier stage. But it was natural that Ottawa, 
like London and other friendly capitals, should seek to conceal 
disagreements, which, as it seemed at the time, could only 
give aid and comfort to the enemy. The American policy on 
Formosa, for example, could not have aroused stronger dis- 
approval on the part of the Canadian Government ; but it was 
only in the mildest terms and under persistent parliamentary 
questioning that this disapproval was given public expression. 


The accusation of appeasement sounds much more convinc- 
ing than it would have if the full background had been more 
fully understood, and there are certainly some Canadians who 
think Communist China should be condemned as an 
aggressor. Exposed as they are to the full impact of American 
reports, they think it is waste of time to try to develop any rift 
between Peking and Moscow. They take a tolerant but some- 
what impatient view of the Commonwealth attitude, and 
would like Canada to go along with the United States. 


So far as one can judge, this is a minority view. More 
Canadians are alarmed that so many Americans apparently 
consider war inevitable. There are frequent criticisms of the 
ease with which Washington turns to the mere arbitrament 
of strength away from the plodding persistence of diplomacy, 
and the Commonwealth initiative was heartily welcomed as an 
attempt to escape from “ war fever ” into the normal methods 
of diplomacy. This view draws especial strength from the 
realisation, more common here evidently than in the United 
States, that the other Asian countries have a position of vital 
importance in this whole discussion. 


Being so near to the United States and subject to so many 
American influences, Canadians are apt to be more decisive 
than other people in their views either for or against United 
States’ policies. American policies which appear wrong are 
more exasperating here ; policies which appear right demand 
more immediate and fuller support. The Government has to 
find a middle way between the extremes of opinion, and this 
may be another reason why it is always slow to make public 
expression of any policies which indicate a breach in the 
“ North American partnership.” But the Commonwealth con- 
sideration of the Far East problem has shown more clearly 
than anything else since the war that Canada is still oriented 
two ways. 


Inflation and Labour Unrest 
in Argentina 


[FROM A CORRESPONDENT IN BUENOS AIRES] 


GENERAL PerRON claims that under his administration the 
Argentine worker is better fed, better housed and better 
clothed than ever before ; and to a certain extent the claim 
is not without foundation. Certainly never before has the 
worker—and the citizen of any class—had so many pesos 
in his pocket ; but the peso, already worth in purchasing- 
power only a fraction of its value in the immediate postwar 
days, shows a continuous deterioration in real value. This 
deterioration is Argentina’s most acute problem in domestic 
economy. The problem has come to be called, in Buenos 
Aires, “currency erosion.” Tentative but well-publicised 
experiments in price-freezing have proved singularly 
ineffective. Indeed it is doubtful whether such efforts were 
intended to be anything more than a propaganda gesture. 
The regime has consistently shown a marked aversion to 
any attempt at a wage freeze. And Argentina’s managed 
economy consistently turns to the printing press for the 
financing of wage policy and Government expenditure. 
Currency issue, which had already risen to §,300 million 
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pesos by the end of 1947, reached over 10,000 mil 
the middle of 1950, and last December stood at jus 
13,000 million pesos. 

This phase of “currency erosion” is reflected in the 
increasingly serious nature of the strikes and complete o, 
partial stoppages of work in Argentine industry, railways 
ports and other branches of the country’s economy. Govern. 
ment statistics, the publication of which was recently 
revived after a blackout of over two years, give only ap 
incomplete picture of the extent of the problem. Fo, 
instance, working-class cost-of-living indices include on 
the bare necessities of life, and even on this basis show an 
upward trend of from 159.5 (1943=100) in 1947 to 300.9 
in August, 1950; whilst strike statistics refer only to the 
city of Buenos Aires and are thus practically useless for 
purposes of comparison. But the practical impossibility of 
budgeting for more than a few months ahead, in Perdn’s 
Argentina, was brought into evidence again, last December 
by a serious strike of railway hands; for the men, who 
demanded extensive pay-increases, had less than twelye 
months before greeted the increases then accorded with con- 
siderable enthusiasm—indeed, with acclamation. 


lion by 
t under 


Strikes Acquire Political Aspect 


In so far as labour’s demands can be satisfied by more 
pesos in the pay-packet, the Perén regime evidently views 
the problem with equanimity. The normal recourse for the 
last few years has been to the printing press, and no 
immediate departure from this expedient can be expected 
during the coming twelve months or so, especially with 
presidential elections in the offing. But, over the last year 
or two labour disputes have taken on another—political— 
aspect; and there is good reason to suppose that the regime 
views this with less equanimity. It has its roots in the 
increasing dissatisfaction at the “ managing ” of the workers’ 
unions by the Government-sponsored CGT (Confederacion 
General del Trabajo), a body to which practically all 
Argentine trades unions have become affiliated—some of 
them with reluctance—and one in which Mrs Perén takes 
a keen personal interest. This dissatisfaction at Government 
management of trades unions has been shown in several 
recent disputes, notably in the serious strikes of late 1949 
in the sugar industry in Argentina’s northern provinces, in 
the prolonged dispute affecting the State-owned mercantile 
marine last year, and lately in the railway strike of last 
December. In the latter case the men called for the resigna- 
tion of their union leaders, who were closely identified with 
CGT policy. It was this demand that induced the Govert- 
ment to brand the strike in radio propaganda and through 
the Peronista press as inspired by traitors, Communists, 
Socialists and Bradenstis (alieaed followers of the former 
American ambassador, Mr Spruille Braden)—a curiously 
assorted gallery indeed—and to order the strikers to resume 
work on pain of dismissal. The strike, called off once, flared 
up again on January 22nd, only to collapse after a few days 
when the Government threatened to draft all the strikers 
into the armed forces. In the meantime the railway unwn 
continues under direct control by the CGT. 


Perén has, in recent utterances, been preaching a ner 
Syndicalist gospel, which apparently foresees a future 1 
which governments will be more dependent on trades unions 
than on political parties. Such a form of governmett, 
depending on trades unions which are themselves subject 1 
a sort of super trade union under government control, woul 
no doubt have its advantages from the authoritarian point 
of view. But there is reason to suppose that the latest 
indication “ trades union aversion to he as 
ment, as shown by Argentina’s biggest union, has C0 
a distinct shock to the Perén spice: Tt has already 
to the resignation of Colonel Castro, Minister of Transpot 
reputedly one of the “hard core” surrounding the Perons. 
Further repercussions may be in the offing. 
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The World 
is their Province 


—,a, 


in the unremitting struggle to 
expand British exports, a vitally 
important part is played by the men who visit 
the markets of the world — surveying, supervising, 
organising and, above all, selling. 

These representatives of British Industry include 
Hoover Executives who, between them, visit every 
country in which export business can be done, at 
least once in the course of each year. Their sole 
object is to maintain and increase Hoover exports — 
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Electric Cleaners and Washing Machines, F.H_P. 
Motors, Plastic Commutators, etc. — to sixty-two 
countries in all parts of the globe. In a recent year 
the Chairman of the Company himself covered 
48,000 miles in this same cause. 

indeed, the story of the Hoover Post-War Export 
Drive is likely to prove one of the proudest chapters 
in the history of the Company. 


HOOVER LIMITED 


Factories at: PERIVALE, GREENFORD, MIDDLESEX 
CAMBUSLANG, SCOTLAND - MERTHYR TYDFIL, SOUTH WALES - HIGH WYCOMBE, BUCKS 


TOPICAL TEAPOT TEASER 


If you wrapped an imaginary teapot in a hypothetical 
overcoat of symbolical marbles, would it keep the 
suppositional tea warm! NO! Well, if it wasn’t a teapot 
at all, but a hot-water tank, and the marbles weren’t 

round any longer . . . would that do the trick? YES! 


How so? BECAUSE THE VERY BEST INSULATING 


MATERIAL IN THE WORLD CONSISTS OF PRECISELY THAT— 


MILLIONS OF FINE GLASS FILAMENTS SPUN FROM GLASS MARBLES. 








It keeps heat and cold and noise and electricity in their places. Architects, builders and engineers employ it. It’s called :— 


FIBREGLAS 


TRADE MARK 


FIBREGLASS LIMITED, 
Ravenhead, St. Helens, Lancs. St. Helens 4224 
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Savings and Inflation 


O the rate of interest has, after all, a part to play in 
the scheme of public finance. The Chancellor of 
the Exchequer announced on Tuesday the discontinu- 
ance of sales of the two series of securities offered to 
“small” savers—series that both date from the Dal- 
tonian phase of ultra-cheap money—and the offering, 
instead, of two new series each bearing a higher rate 
of interest. 


From last Thursday a ninth series of National Savings 
Certificates has been on sale, in the form of 15s. certifi- 
cates that will be worth 20s. 3d. if held for ten years. 
These certificates earn over this period an average annual 
rate of £3 os. 11d. per cent in compound interest, in 
contrast with £2 13s. 2d. per cent offered by the 
Daltonian 10s. certificates if held for a similar time. 
From the same date, a fifth issue of Defence Bonds has 
been on offer, carrying 3 per cent interest ; the fourth 
issue, launched by Dr Dalton, carried 2} per cent—a 
meagre return that was intended to be sweetened by the 
concession of a 1 per cent tax-free bonus upon redemp- 
tion at the end of the 10-year life. No such sweetener 
accompanies the new bonds, but in all other respects the 
conditions of issue, redemption and pre-encashment 
before maturity of both the new securities faithfully 
follow those of the series they replace. In particular, 
interest on savings certificates remains tax-free (making 
the average gross return £§ 10s. 9d. per cent to a holder 
who pays income-tax at the —r re interest 
on the bonds, though paid gross, is still subject to tax. 
Any individual may in to 500 (or £375 worth) of 
the new certificates, irrespective of the extent of his 
holding of earlier series, but the limit on the holding of 
defence bonds of all series taken together remains at the 
{2,500 to which Dr Dalton raised it. 

By these changes the Government makes a gesture 
to the “ small ” savers and acknowledges at last that the 
rates determined by Daltonian optimism have long been 
out of line with the yield basis established on Govern- 
ment securities in a more or less free gilt-edged market. 
Even the old series of certificates, of course, offered a 
return, when -up at the standard rate, that com- 
pared favourably with that offered by any other gilt- 
edged securities ; but the margin, especially for holders 
paying less than the standard rate, had become much 
narrower than is customary—or is indeed appropriate— 
for “ a ” savers. The new terms sipegeen 
restore the customary margin, though it may be note 
that the average net rate is still oar below that offered 
by the wartime series (£3 3s. $d.) and the gross rate, 
of course, more so. As for the defence bonds, these 


had become positively unattractive, except to those who 
valued the pre-encashment facility and had already taken 
up their full quota of certificates; an investor who 
intended to hold for ten years could have done better 
by buying other Government securities on the market. 


_ If an approximate equilibrium has now been re-estab- 
lished, that must be attributed to good luck rather than 


good judgment. It appears that the basic decisions now 
announced were taken, not, as might be supposed, by 
Mr Gaitskell, but by Sir Stafford Cripps, as long ago 
as last July ; such is the interval required for preparation 
and printing. Thanks to the surprising firmness of the 
gilt-edged market in the meantime—a situation discussed 
in some detail in these columns last week—the new 
savings terms are, as it happens, just as relevant to the 
current structure of interest rates (though perhaps not 
to the prospective structure) as they would have been 
last July. But although that is so, it seems evident that 
this change in policy towards “small” savings is not 
to be regarded as part of any carefully conceived plan 
to enlist the Savings Movement in the programme for 
defence financing. Naturally, and quite properly, the 
change in terms is now presented in this light ; but, 
significantly, it has not been accompanied by the launch- 
ing of any major campaign by the Savings Movement. 
The plans for a drive for “savings for defence” will 
take time to mature—and the projected campaign will 
be launched later in the year, probably in the autumn, 
when the public can be caught on the rebound from 
its holiday expenditures. 


x 


The increases in rates now announced can therefore 
be regarded primarily as a sensible response to the 
dreary record of National Savings over the past few years 
rather than to the greatly intensified need for saving 
that is presented by the looming prospect of rapidly rising 
defence expenditure. Certainly, there was even before 
Korea every ground for trying to arrest the steady widen- 
ing of the excess of savings withdrawals and encashments 
over the flow of receipts from new savings. In the 
financial year 1949-50 this deficit (reckoning savings 
deposits as well as certificates and bonds) reached £71 
million, in contrast with a surplus of £27 million in 
1948-49 and one of £189 million in 1947-48. Since 
Korea, the deterioration has become more marked. In 
the 42 weeks of this financial year the net dissaving has 
risen to £103 million, compared with £70 million in the 
similar period of 1949-50 ; and a very large part of this 
deterioration has occurred in bonds and certificates. 
Repayments of the former, indeed, have been not far 
short of three times the amount of new subscriptions, 
yielding a net deficit of £26 million. 


In the circumstances, many people will question 
whether the increases in rates, necessary though they 
were, will of themselves do much to arrest these ten- 
dencies. The rising tide of dissaving in the past year 
or two certainly owes something to the better supplies 
of goods in the shops, but it is hardly open to doubt 
that a major influence has been the rising pressure of 
the cost of living. Since Korea, and especially in the’ 
past two or three months, there has been superimposed 
upon these influences the fear of a sharp intensification 
of this pressure as well as the fear of rapidly spreading 
shortages. It is arguable, perhaps, that a rate of dis- 
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saving that reflects the public’s rush to secure blankets 
and clothing before prices soar may not be fairly repre- 
sentative of future trends—because the shelves will soon 
be swept bare of “cheap” goods and because people 
cannot indefinitely draw on past savings. But they now 
see before them a vista of more and more oppressive 
shortages and an endless sequence of rising prices. If 
that is indeed the prospect, it appears to the individual 
to be mere common prudence to turn cash into neces- 
sary goods, even at the expense of a nest-egg that in 
almost any other circumstances in the past would have 
been regarded as untouchable. After all, even the 
Government would now rather have stocks of scarce raw 
materials than stocks of gold 


If this is the mood that is spreading, it will be but 
a human reaction to experiences during the war. Those 
experiences, so far from driving into the public mind 
the idea that saving is a public duty in time of national 
shortage and emergency, have left many people with a 
determination not to be “ caught twice.” Those who 
showed patriotic restraint in the early phase of the war 
when the shelves were still well-stocked were those 
whose homes and wardrobes went threadbare until only 
recently ; and the goods they eventually bought in 
partial refurbishing were much inferior in quality and 
incomparably higher in price than those secured by 
the quick-off-the-mark spenders who went through the 
war in relative comfort. All this is still fresh in many 
minds, and the object lesson in personal economy 
and rude self-interest has been driven home by the 
postwar trend of prices and the trend that is now 
apprehended. 


Needless to say, such arguments make bad economics 
from the national point of view. If the defence effort 
is to be pressed home regardless of all obstacles then, 
willy-nilly, the public as a whole will bear the real sacri- 
fices it demands. These sacrifices will be imposed by 
taxation, by physical controls and rationings and prohibi- 
tions and by inflation. All who dislike the bureaucratic 
discipline of physical controls and who know enough 
about inflation to fear its effects ought to turn to volun- 
tary saving—genuine saving out of income, and not 
merely the act of buying savings securities—as the prin- 
cipal means of minimising these evils. But although 
this is true, and although a large response of voluntary 
saving is beyond question in the national interest, it 
still is also true that those who save may be penalising 
themselves for the benefit of those who do not. This 
is a case in which the interests of the individual con- 
sumer remain opposed to those of consumers as a body 
and of the nation as a whole—unless and until the 
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Government can give some real earnest of its deter. 
mination and ability to keep the rise in prices reasonably 
in check during the period of defence pressure. 


It is impossible to know, of course, how far such ideas 
as these have spread ; perhaps the public as a whole js 
less affected by them than some observation migh; 
suggest. Certainly it is true that, even if these appre. 
hensions were almost universal, there would still be ay 
appreciable volume of voluntary saving ; the motives fo, 
saving are complex, are certainly not always strictly 
rational, and can be influenced by propaganda. Many 
indefinable factors of inertia give the savings movemen 
a stability much greater than on theoretical calculation 
it might be expected to possess. Indeed, the authorities 
are quite evidently counting upon this inertia to minimise 
the extent to which holders of the savings securities now 
discontinued elect to convert into the new securities, 
although there will certainly be a fair proportion of 
holders who could do so at a slight advantage in terms 
of interest yield. 

In this practical judgment of sheer expediency, the 
authorities are no doubt right ; but a policy that rests 
upon the ignorance of the “little man” hardly com- 
mands respect. Yet this is a small matter beside the 
implications, in present conditions, of a new drive for 
savings by a mere appeal to patriotism, without the moral 
support of such a change in financial policy as would 
give reasonable assurances about the future purchasing 
power of money. An appeal of this kind would likewise 
exploit ignorance ; but, worse still, it would in effect 
impose penalties for patriotism. 

By this increase in rates of interest on these savings 
securities, the authorities will not solve even the specific 
problem of stopping the excess flow of savings with- 
drawals ; but they have conceded the important principle 
that the rules of the marketplace cannot for long & 
defied with impunity. If they would now follow tha 
principle to its logical conclusion by applying it much 
more widely—in the sphere of interest rates and mone- 
tary policy, and especially in casting the whole frame- 
work of their budgetary and financial policy—the entire 
prospect would be radically altered. A bold policy of 
retrenchment in expenditure, coupled with judicious 
increases in taxation, might not guarantee the stability 
of the pound’s purchasing power. But it would provid: 
as good an assurance as any reasonable person could 
expect, would furnish a basis for an honest savings drive. 
would ensure the minimum extension of vexatious 
physical controls—and, above all, would enable th 


defence programme to proceed without frustrating 
dislocations. 
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German Debt Discussions 


W HEN the three western Foreign Ministers decided 
last September that they would revise the Occupa- 
tion Statute in favour of the German Federal Republic, 
they laid down two conditions. The first was a formal 
acknowledgment by the German Government of respon- 
sibility for the prewar debts of the Reich together with 
the amounts expended by the United States and 
Britain for relief and reconstruction in Germany since 
1945. Secondly, they asked the Federal Republic to 
guarantee that it would make defence materials available 
to the west. The first of these demands has been 
creating considerable difficulty in Bonn. The Germans 
have been asked to give a general assurance of recogni- 
tion of their external debts. They know that work is 
being done by an inter-governmental study group repre- 
senting the United States, the United Kingdom and 
France, on a plan for the settlement of prewar Reich 
debts. The German authorities in Bonn have shown 
some reluctance about accepting the principle of recogni- 
tion without having more precise knowledge of what is 
likely to emerge from the tripartite discussions. The 
Allied experts who have been working at this problem 
for some months have gained a measure of its extra- 
ordinary technical complexity. 

In order to gain time it was decided last September to 
obtain a general admission of Germany’s obligation for 
these debts while proceeding with the long and compli- 
cated task of sifting and tabulating the specific claims. 
This assurance, although requested from the German 
Chancellor, obviously must have behind it the support 
of the Bundestag. The Allied request had a cold recep- 
tion from the Foreign Affairs Committee and Dr 
Adenauer, is afraid of the accusation that he is outdoing 
Stresemann in a “ policy of over-fulfilment” of Allied 
demands, an accusation to which he would lay himself 
open if he signed this blank cheque without the authority 
of the Bundestag. The Germans are, in effect, being 
asked to sign a gentleman’s agreement and this is some- 
thing that is not always understood, especially between 
ex-enemies. 


The document that has been prepared by the 
western authorities for Dr Adenauer’s signature is 
inevitably vague about details, but is very explicit in 
the general assurance that it asks from the Federal 
Government. It requires the Federal Government to 
honour the prewar debts of the Reich, having regard 
to the division of Germany and to the capacity of the 
Federal Republic to pay. It also requests acknowledg- 
ment of liability for postwar relief. This consists of 
American War Department expenditure in Germany (the 
so-called GARIOA), the aid given by the British 
Treasury, and the provision of Marshall Aid. It is 
virtually impossible to give an accurate estimate of the 
debts to which these assurances would apply or to define 
where the debts are now held. Many extremely compli- 
cated factors are involved. The Dawes and other loans 
were issued in various tranches and their fate cannot be 
accurately traced. Some contained gold clauses and 
Tust now be revalued. Some bonds were repatriated 
during the war and disappeared. Certificates of claims 
to foreign securities were issued by the Central Deposi- 
‘ory in Berlin, which fell into Russian hands. After 
the moratoria of the early 1930s the German foreign 


exchange control law established the Konversionskasse 
through which the Germans could discharge their debts 
by paying in the mark counterpart of their foreign obliga- 
tions, while the foreign creditors took such foreign 
exchange as their sales of registered marks would fetch. 
To the confusion created by these various developments 
must be added that caused by the destruction and divi- 
sion of Germany. In these circumstances the figure of 
DM.3,840 million that has been mentioned in the 
German Press as the total foreign debt must be regarded 
as a very rough estimate. 


Decisions about what items should or should not be 
included in the prewar Reich debts present considerable 
difficulties. Should the Federal Government be respon- 
sible for the debts of the Reich Post Office or for Reichs- 
bank notes, which are held in considerable quantities in 
France ? Apart from difficulties of this kind, the debts 
have now been classified in eight categories: 


(1) Bonded debts of the Reich and Reich agencies 
(e.g. the Dawes and Young loans) 

(2) Non-bonded debts of the Reich and Reich 
agencies (e.g. claims of the Bank for International 
Settlements) 

(3) Bonded debts of public bodies and regional 
authorities (e.g. of the Prussian state) 

(4) Non-bonded debts of these bodies 

(5) Bonded church debts 

(6) Corporate and private bonded debts 

(7) Standstll debts 

(8) Non-bonded debts of private bodies. 


Of these classes, the greatest precision, both as to 
amounts and distribution, can be claimed for the Stand- 
still debts. Those owing to British banks are between 
£22 and £33 million (the higher figure including 
accumulated interest), while the amount owing to 
American banks is about a quarter of this sum. Since 
the end of the war standstill creditors have been given 
the right to come to separate agreements with their 
debtors for settlement of their claims in Deutschemarks, 
but very little business has been done under this pro- 
vision. During the war, however, a substantial part of 
the debts owing to the Dutch Standstill creditors was met 
by payments in marks, which the creditors were able to 
convert into guilders with the Dutch monetary authori- 
ties. The problem of priority in these various classes 
of prewar debts is one that will have to be settled 
among the creditors themselves. There will be those 
who will argue that the short-term commercial credits 
should be settled first in order to clear the channels of 
German foreign trade to the money markets of the world. 
Others will certainly plead the text of the Dawes loan, 
with the absolute priority that it provides in its first 
lien on German assets and revenues. Many of the bond- 
holders are represented by trustees who could not relin- 
quish their legal rights without inviting serious sanctions 
upon themselves. 


The problem of priorities is, however, likely to be 
dominated by the fact that the American and British 
Governments have, in effect, placed themselves in the 
position of first mortgage holders in respect of their post- 
war relief and reconstruction expenditure in Germany. 
This stand was unmistakably taken in the Potsdam 
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Agreement, where it served the purpose of securing that 
such relief expenditure should be repaid before Germany 
started paying reparations. The position was later re- 
emphasised in the tripartite agreements for the fusion 
of the three western zones. The Germans, for their 
part, have disclaimed liability for this relief, on the 
grounds that The Hague Convention obliges an occupa- 
tion power to keep the local population free from starva- 
tion and disease. The Hague Convention, however, does 
not specify that a financial debt shall not arise from the 
provision of the supplies to achieve these humane objec- 
tives. The United States also has a claim to prior repay- 
ment for Marshall Aid. This was inserted in the bilateral 
agreement between the Economic Co-operation Admini- 
stration in Washington and the Federal Republic—the 
only ECA bilateral agreement in which such a repayment 
clause was included. At the time the Germans declared 
that they were given to understand that this was . safe- 
guard that could be used by the United States to their 
advantage only if they were pressed by other creditors. 
It remains to be seen how far the ECA will press its 
claim. 


The German authorities have also been arguing that 
they should have the right to set off against these claims 
for postwar relief the assets of the Reich and of German 
nationals that have been confiscated by the Allied 
powers. Some $350 million of German assets were 
seized in the United States alone. These counter-claims 
are rejected by the Allied authorities, who point out that 
German assets abroad were seized as reparations by 
virtue of the Act of Paris of 1946. The Governments 
concerned, however, have not followed a uniform policy 
in this matter ; Brazil, for example, has returned con- 
fiscated property to the former German owners. The 
Germans may also include in their counter-claims the 
very important item of the Saar mines, which were owned 
by the Prussian state and which have been incorporated 
in the economy of France. This item may loom very 
large when it comes to putting figures down on paper. 


However tangled the web of this problem may appear 


Fuel in the Fifties—Il 
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when it is analysed in any detail, there are two general 
statements of principle that can be made about it. Th. 
first is that no settlement of these external debts of 
Germany should be such as to endanger the balance of 
payments and thus the economy of Germany. Th: 
Allied experts who are working on the plan for a settle. 
ment and are laying down the framework within which 
individual debtors and creditors may negotiate were 
given an unmistakable ministerial injunction that no 
settlement should place an undesirably heavy burden on 
the German economy. There is no intention of repeat- 
ing the mistake made in imposing German reparations 
in the 1920s and of resurrecting transfer problems whose 
contagion then proved so disastrous to the whole world 
economy. If, therefore, the Germans hesitate to give 
general assurances about the recognition of their debis 
on the ground that they do not know what they are 
letting themselves in for, they are in effect mistaking 
the mood and intentions of the western powers in 
approaching this problem. 


Secondly, it should be evident to the Germans that 
they have a great deal to gain from arrangements that 
will restore their creditworthiness. A time will come 
when the exceptional flow of dollar and other credits to 
Germany, whether through GARIOA or EPU or ER?, 
will come to an end and when once again the Germans 
will be dependent upon the normal channels of com- 
mercial credit and longer-term capital for financing their 
trade and rebuilding their economy. A reasonable and 
satisfactory settlement of the external debts is an essential 
condition of restoration of that creditworthiness. Ger- 
many should also have learned by experience that the 
standing of a country’s external credit is normally a good 
guide to that of its domestic credit. Finally, there is the 
moral argument, divested of any material advantage, 
that should suggest to the Germans that they are now 
“ working their passage” to the fold of the democratic 
nations of the west, and that regard for obligations and 
the honouring of signatures are marks of grace that 
would measure the sincerity of their intentions. 


What Price Coal ? 


RITAIN’S deep-mined coal supplies in the fifties 
may lie between the slowly rising curve of output 
suggested by the National Coal Board’s long-term plan, 
which assumes that the industry could afford to lose 
80,000 men in fifteen years, and the imminent decline 
suggested by the alternative assumption that the industry 
might lose manpower at about the rate experienced in 
the past two years. By 1965, the term of the plan, these 
projections would point on the one hand to a yearly 
output of 240 million tons—some 11 per cent more than 
present total coal supplies—and on the other to 160 
million tons, 26 per cent less. Both assumptions ignore 
two factors. The recruitment of Italian miners trained 
in Belgium might assist the immediate situation. In the 
long run, it may be hoped that new mining techniques 
now being tested will enable each man to produce much 
more coal. But their widespread application cannot be 
expected soon ; and a manpower decline midway between 
the two assumptions—1I2,000 men lost a year, and 


518,000 left mining by 1965—would demand 2 
additional ten per cent in productivity from nw 
techniques to put total coal supplies in 1965 as higi 
as the 217 million tons obtained in 1950, and that wa 
inadequate for home and export demands. 

If coal is to be scarce, what other resources of fue! 
can be used in its stead ? cast coal working 
may be somewhat prolonged be its present expects 
span of three or Pur aed, oe estat be counted 
upon for a large or lasting contribution. The use o 
oil instead of coal raises complex technical and economic 


questions. The home refinery is intended 
to meet the expansion of demend from conventional oil- 
consuming equipment. In 1946 a hastily prepared pr 


gramme, later abandoned, proposed that in three 7 


the railways and industry should increase their use ° 
oil by six million tons a year, equivalent to ten million 
tons of coal. By 1949, in fact, fuel oil consumption had 
reached 4,780,000 tons compared with 1,960,000 19 the 
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ear to April, 1946 ; this increase would represent the 

equivalent of 44 million tons of coal. During the period 
,dmittedly, consumption of coal by railways and the steel 
industry has not increased ; the former are running 
more train miles than in 1945-46 but using less coal 
per engine mile, while the steel industry is now using 
large quantities of oil in steel furnaces. But engineering 
and other industries are today using five million tons 
more coal than they were when the conversion plan 
began. The oil industry still holds that conversion is 
justified only when oil offers a permanent technical or 
economic advantage. One conversion for which it is 
prepared to argue strongly, however, is for diesel electric 
traction on the railways. Here accepted policy seems 
partly to be based upon the strategic preference of an 
indigenous fuel to an imported one and favours coal— 
hoping, too, that one day the engineers will discover how 
to use it pulverised in a gas turbine. Should this policy 
be reversed upon grounds of operating economics, diesel 
electrification (or fuel oil in a turbine) might offer a 
gradual saving of coal by the railways, which now use 
15 million tons a year. 


Fuel projects now in various stages of experiment are 
much more conjectural. Underground gasification of 
low-grade or inaccessible coal, using the gas produced 
to run turbines to generate power, might by 1965 per- 
haps offer the power equivalent of four to five million 
tons of low-grade fuel. Methane, or firedamp, in the 
proportion found in the exhaust updraught from 
mines, is also combustible in a turbine if preheated and, 
in the long run, might make a larger contribution—con- 
ceivably of the order of ten million tons of coal a year. 
Of atomic energy, which in twenty years might transform 
Britain’s whole fuel account, it is perhaps unwise to 
expect in the next decade or so more than pilot plants 
using steam to generate electricity with an output equal 
to that of thermal plants using, perhaps, one or two 
million tons of coal a year. Even such vague estimates 
of output from potential power sources are more than 
responsible officials are prepared to hazard ; but they 
demonstrate that alternative fuels during the next decade 
could make only a limited contribution towards filling 
the potential deficiency of supplies of deep-mined coal. 
In 1945, it has been estimated, coal accounted for 90 
per cent of the primary fuel supplies of this country ; 
and it seems unlikely that in ten or fifteen years it will 
account for less than 80 per cent. 


® 


Elaborate estimates of the demand for coal prepared 
by the National Coal Board for its long-term plan pro- 
duced a forecast for inland coal consumption of 205 to 
215 million tons in 1965 ; last year the figure reached 
202 million tons. Increasing use of secondary fuels and 
cectricity, and a stabilised working population, might 
check the present rate of increase in home consumption 
it rose by six million tons last year). But even upon the 
plan’s assumptions, which imply 212 to 218 million tons 
of coal from the mines by 19§5, it is obvious that the 
margin between home consumption and likely supplies 
may natrow. Already the industry is talking of “ token 
“ports” during the next five years, though the con- 
tnued export during Britain’s coal shortage would hardly 

4 promising British contribution to the Western 

“ence economy. On less favourable assumptions about 

*utput, even the cutting of exports might not suffice. 


In the past, national production has risen without using 
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more fuel ; in 1937 output was 80 per cent higher than in 
1907, though industry was using roughly the same 
amount of coal. Fuel economy had worked, long before 
government exhortation began ; and there is no doubt 
that it can still afford considerable savings. Without 
appreciable capital investment, according to Dr Parker 
of the Fuel Research Station, industry could save at 
least three million tons of coal a year by smoke abate- 
ment, better use of instruments and conservation of steam 
and power. The training of boilermen, and the testing 
of factories’ power and heat efficiency, is already being 
carried out by the Fuel Efficiency Branch of the Ministry 
of Fuel and Power. More ambitious measures involving 
fuel-saving equipment, better thermal insulation of 
buildings, and utilisation of hot gases, might offer 
possible savings of 20 million tons of coal a year without 
any sacrifice of productivity. But in many cases the limit 
of minor measures for fuel efficiency has been reached ; 
further action would involve new installations and fairly 
high capital expenditure. 


No comparable pressure for fuel economy has been 
applied to the domestic and commercial user of fuel. 
Coal rationing continues, but consumers are free to heat 
their homes or offices with as much gas or electricity as 
the competing nationalised suppliers are able (or on 
occasion unable) to supply. Much official information 
concerning improved solid fuel appliances and insulation 
has been made available, and both have been installed 
in a proportion of new houses. But the householders’ 
traditional preference for warming his chimney with an 
open fire, and his less traditional appetite for electric 
space-heating which gives out perhaps an eighth of the 
thermal value of coal burned under the power station 
boiler, remain objects of official solicitude. Considerable 
criticism of Dr F. E. Simon’s revived suggestion in the 
Financial Times that public money should be spent upon 
providing homes with slow combustion stoves free of 
charge has not challenged his central point: that an 
investment of perhaps £30 to £50 million could in no 
other way be expended to save ten million tons of coal 
—or to produce it. 


Since little can be done in the next few years to raise 
coal output above the level suggested in the NCB plan 
the emphasis of government action during this period 
might be better directed to saving coal than to producing 
it. Within the Ministry of Fuel and Power’s immediate 
responsibilities, this would include setting limits, for a 
period, within which its competitive subordinates, the 
nationalised gas and electricity industries, should 
operate. Should space-heating by electricity even in 
offpeak hours—which still requires fuel though not 
additional capacity—any longer be encouraged by 
tariffs, hire purchase of heaters, and by propaganda ? 
A comparatively light pruning of electricity investment 
through such schemes as that outlined in the Economist 
last week ought to pay handsomely for itself ; at least, 
no recognised authority has denied that it would. Official 
policy towards the generation of electricity by consumers, 
moreover, might be more clearly defined ; it is doubtful 
whether the policy of the British Electricity Authority 
towards the installation of back-pressure turbines is 
sufficiently attuned to the prospects of fuel supply. 


In the longer term, government action to bring about 
fuel saving or fuel production may appear to offer a 
choice of three methods: to exhort, to enforce, or to 
subsidise. Exhortation has been tried, and in the practical 
form of the Fuel Efficiency Branch, is achieving a modest 
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success. Enforcement is practicable only in the Ministry’s 
relations with its subordinate fuel authorities ; any more 
detailed control than fuel rationing over fuel usage by 
consumers would not work. Subsidy, by free domestic 
stoves, or by special tax allowances for industrialists who 
put in fuel-saving equipment, is hard to reconcile with 
present demands upon the economy, but may become 
inevitable. 

It is some years since one fuel expert proposed 
another form of incentive to saving fuel: an Excise tax 
that would turn it into a material too expensive for 


industrialists or householders to waste. Dear coal would 


have far-reaching effects upon the economy ; fuel enters 
into the price of everything the nation buys. It enters, 
admittedly, in small proportions ; coal output is valued 
at some £500 million a year, say four per cent of national 
output. The direct effects of a rise in coal prices, there- 
fore, would have a limited effect spread across the costs 
of national output ; but indirectly, by enabling so many 
producers to raise prices, its effect might be multiplied. 
It seems likely, in any case, that coal prices will rise in 
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the next few years, because of recent wage CONCEssions 
and because exports will no longer be there to subsidis. 
the Board’s proceeds from its home sales. Some govern. 
ment financial assistance in the provision of fuel-say; 

equipment—possibly offset in part by contributions from 
higher coal prices—might bring about the fuel economic; 
that the nation will need. Coal, in terms of other com. 
modities, is today cheaper than it was before the war: 
it was during the previous 70 years, when its price wa; 
generally rising, that British industry made its bigges 
strides in fuel economy, and only since the war tha 
industrial consumption has sharply risen. As for pro- 
duction, the effect of higher prices is less certain. Many 
mine managers believe that higher pay, more houses, 
and pensions, will only encourage the miner to buy 
leisure, and that the economic incentive has simply dis- 
appeared. This is a desperate view. It will take some 
time to establish clearly whether a continuing fuel short- 
age is likely to become the central factor of the British 
economy in the fifties ; but if it is, unpalatable measures, 
financial and social, will be necessary to redress it, 


Business Notes 


The Defence Burden 


Mr Attlee’s statement in Parliament on Monday has 
sketched in some of the rough outlines of the blue-print for 
defence economics and finance, but the picture as a whole 
still remains very blurred. So far as the framework can be 
discerned, it is one within which sound policies could be 
fitted—and such hints as have so far been dropped are 
promising. But, given the political difficulties of pursuing 
the tough financial policy that is needed, it remains very 
much an open question whether the present shadowy promise 
will be matched by performance. 


The defence programme now. envisages an aggregate 
expenditure for all defence purposes except stockpiling 
(including civil defence) of £4,700 million, spread over the 
three years beginning in April next. This compares with 
the tentative estimate of £3,400 million made last July plus 
the £200 million estimated last September to cover the 
increased pay and the extended conscription period and plus 
£100 million for civil defence. The average annual rate for 
the three years will thus be £1,567 million, or almost exactly 
twice the original provision made for the current year— 
£780 million on the basis of estimates framed twelve months 
ago. The increase in the coming financial year over the 
amount actually spent in 1950-51 will, of course, be much 
less than this, because defence production will take time to 
get into its stride. The production portion of the bill is 
expected to absorb nearly half the total—say, £2,300 million 
—and in the final year (1953-54) will be twice as great as in 
the coming year and four times as great as in the year now 
ending. Because of these lags, the total defence bill for 
1951-52 will be substantially below the new average target 
level, at about £1,300 million. Even so, this will involve 
an increase of at least £450 million over the current rate of 
spending. To the budget estimate for 1950-51 there has to 
be added £43 million for supplementary estimates already 
presented (the £40 million covered by this week’s estimates 
for the three services was less than had been expected, partly 
because of countervailing savings and partly because of lags 
in supplies) and something more for the Ministry of Supply. 

How is this additional burden on the national economy 
to be shouldered ? Significantly, the Prime Minister entirely 
omitted the argument that has figured prominently in 
previous statements—that a substantial part of the extra 
resources needed for defence might come from the increment 
of productivity. He also emphasised that there must be no 


“ mortgaging the future ” by running into debt again abroad 
or by “reducing the investment on which our industrial 
efficiency depends.” He therefore proposes to put the 
burden, so far as possible, where it should rightly fall—on 
home consumption ; and he stated bluntly that consumers 
will face sacrifices both through rising prices and through 
shortages of goods. The impact upon them will be some- 
what eased by “ some reduction ” in civil building (but any 
“widespread interference” with that is to be strenuously 
resisted), and also by some diminution in industrial invest- 
ment—though any relief afforded from this second source will 
not be deliberate, but involuntary, arising from shortages, 
especially of plant and machinery. 
* * 
Financial Measures 


Such is the emerging pattern of defence economics in 
physical terms. The Government’s idea of its financial 
counterpart—the nature of which may largely determin 
whether the “ physical” blueprint can in fact take shape— 
has still to be revealed. The only clear hint is that “the 
Chancellor has under consideration ” budgetary measures t0 
check civilian demand—evidently by increases in taxation. 
There is no sign yet that anything more than minor pruning 
of the Government’s non-defence expenditure is in sight. On 
the other hand, a glance between the lines of the Premier's 
statement suggests that one other instrument of restraint may 
be used much more deliberately than in the past—the device 
of allowing the rise in import prices to exert much of ib 
natural effect upon the domestic economy. If it can & 
assumed that wages will rise less rapidly than prices, the 
larger proportion of consumers’ spending power that 5 
absorbed in buying imported goods will leave them less 
spend elsewhere. Thus will resources be released to make 
good the loss of exports caused by rearmament’s interference 
with the automobile and engineering industries. Apart from 
this, however, the Government is apparently quite prepared 
—and perhaps even desires—to see a substantial contraction 
of the very high rate of surplus that Britain is currently 
running on its external account. In other words, althougt 
the existing volume of imports will cost much more in 195! 
than in 1950, there is no intention to try to meet this bi 
by raising the volume of exports.. Hence the further worse 
ing of the terms of trade will not impose a further current 
burden on the domestic economy, but it will be used &s 
the means of enforcing sacrifices upon consumers. 
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If such a policy is followed with determination, it will 
have the effect of making the Chancellor’s budgetary problem 
jook several shades less embarrassing, politically, than it 
would otherwise be ; economies that are enforced by the free 
mechanisms of the price system need not be imposed by 
taxation. Even so, it would be folly to assume that, after all 
allowance has been made for other reliefs and savings— 
including a moderate net increment from productivity and 
the “ involuntary ” cuts in investment outlay—there will not 
be a considerable gap to be filled by taxation. The general 
emphasis in Mr Attlee’s statement still suggests that the 
Government is thinking more in terms of physical controls 
than of finance. It should therefore be said again that the 
physical measures simply will not work effectively if any 


large financial “ gap ” is allowed to remain. 


t t& * 


; Demands upon Industry 


Industry now knows at least the total (£2,300 million) 
of the defence demands that are likely to be made upon it 
in the next three vears, it has also been given a general idea 
ff the pace at which the actual demands are expected to 
rise. To the extent that the programme draws labour and 
materials to sections of engineering such as_ aircraft, 
vehicles and machinery, where productivity in recent years 
has been increasing most rapidly, it might in the long run 
generate a further rise in national production. But this 
wtcome would be uncertain, whereas initial dislocations of 
a length and severity depending upon the skill with which 
defence work is planned and introduced on to the factory 
floor will be inescapable. 

With a few exceptions, existing industrial capacity will 
be relied upon ; and for the present it appears that Royal 
Ordnance Factories now occupied by civilian firms will not 
have to be handed back, though the labour force at some of 
those upon defence work needs to be increased. The estimate 
that half a million extra workers will eventually be engaged 
upor defence production means that transfers from job to job 
within the same firm will not long suffice, and the new 
Minister of Labour has begun to discuss with both 
‘ides of industry the manpower movements that will even- 
tually be required. In his statement Mr Attlee indicated that 
labour direction would be reintroduced should it become 
necessary ; for a time the control of material supplies to 
inessential producers and the higher wages that can be 
earned on defence work should bring in the workers required 
—though not necessarily those for basic sections of the 
economy, such as fuel, that are equally vital to defence pro- 
duction, 

The concomitant tasks that the programme imposes upon 
certain industries not directly involved in defence work, 
and the stricter controls it may impose on all, will cause 
difficulty. Such testrictions must now be expected to close 
‘ome factories making less important consumer goods, for 
there will be no room for “ compassionate ” treatment such 
as some small firms are now receiving. Moreover, the export 
tasks it places upon certain light engineering industries, and 
hose outside the metal-using group, will be hard to fulfil. 
If exports of motors and machinery have to be curtailed 
cecause defence cuts into their production, it is natural to 
‘ope that industries such as textiles and pottery can take up 
the burden ; but from last year’s experience, and with the 
Prospect that other rearming nations may also have to restrain 
cvilian consumption, their chances of much larger exports 
ae less than certain. 


7 * * 
Orders for Equipment 


It is clear from the Premier’s statement that output of 
‘ctual armaments is still very small. Most of the large orders 
placed within the past six months will take a considerable 
ime to reach the prod jon : ij ii ; 
therefore, is on Machine tools, sales the jigs and 
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for them. The Ministry of Supply has stocks of tools of 
unknown extent and will distribute these to firms actually 
engaged on defence orders, but Mr Attlee said that the 
expansion of capacity envisaged in his defence plan “ depends 
entirely upon the early provision of machine tools, many 
of which can only be obtained from abroad.” The Ministry 
has placed very large orders for tools in the United States, 
and delivery of these within a reasonable time is more or 
less certain. Other American orders—on a similar scale— 
are being negotiated. Further orders have been placed in 
Germany, Switzerland, Belgium, France and Italy, and these, 
too, are said to be large in proportion to the capacity of each 
country. This will prevent an immediate dislocation in 
the British machine tool industry’s export programme. 

Of the sections of the engineering industries mentioned 
as the chief government contractors—aircraft, vehicles, radio 
and radar and machine tools—only the aircraft industry is 
already in defence production. The Canberra bomber, due 
to come into service in a few months, and the Venom, 
Vampire and Meteor fighters have been in production on a 
large scale for more than a year, and so have a number of 
special naval aircraft. But it will take at least a year for 
factories to tool up for the much larger orders recently 
placed for more of these types, for anti-submarine aircraft, 
for the four-engined jet bomber due to make its first flight 
in the summer, and for the engines for each of these aircraft. 
In the case of Rolls-Royce, a new factory has to be built 
to expand engine production. It may be another twelve 
months before the aircraft are delivered to the squadrons. 

So far as the radio industry is concerned, defence contracts 
are not expected to affect the output of domestic radio and 
television receivers for many months. Besides radar 
equipment for defence, the industry makes most of the 
aircraft instruments and may in time make a large proportion 
of the internal mechanisms of guided missiles. Time will 
also be needed before the motor industry can put new 
types of combat vehicles into production. Only two contracts 
have yet been announced, with Rootes and Austin Motors, 
and neither firm has completed the tooling for them. Other 
motor manufacturers have complained that it will take an 
unnecessarily long time to put the special engines of these 
vehicles into production, assuming that these firms do get 
defence orders. Material shortages may, however, cut 
civilian production before the defence contracts do. 


The two new tank factories mentioned by the Prime 
Minister are still in embryo and will take a matter of years to 
build and bring into production. Tank production is 
increasing—the Royal Ordnance Factory at Leeds has been 
introducing double shift working in the past six months 
and presumably the tank-building sections of Vickers- 
Armstrongs are increasing their rate o“ output. The Rover 
Motor Company is so far making all the engines. A supply 
problem could be created by a shortage of foundry capacity 
able to cast the turret of the Centurion tank these factories 
are building. If the cast turret is not replaced by a fabricated 
design, it would take about two years to increase foundry 
capacity—this might coincide with the opening of the new 
tank factories. 


What seems most likely to happen is that government 
contractors, and their sub-contractors, will spend as much as 
another year in tooling up for these big orders, and during 
that time will probably have to cut down other work. Out- 
side the aircraft industry not many engineering firms can take 
on new orders without disrupting current production. But 
since production is in any case likely to be cut by material 
shortages, this preparation may tide individual firms over 
a difficult period. 

x 


* x 


Trustee Issue Flops 


The easier trend of the gilt-edged market that first 
became noticeable a fortnight it synchronised with 
the split in the discussions at UNO—has become a good 
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deal more marked in the past week. Falls on Monday 
extended to 3, and the irredeemable and long-dated stocks 
are now as much as 2 points below their most recent peaks. 
This weakening reflects a combination of influences 
—the approach of the vesting date for steel, anticipation 
of the Chancellor’s statement on national savings (though 
the announcement, when it came, did not provoke any 
traceable reaction in the market) and, perhaps, a growing 
appreciation of some of the longer-range factors discussed in 
these columns last week. But, although the market exper- 
ience is not difficult to rationalise on such grounds as these, 
it has added to the City’s bewilderment at the recent tactics 
of the authorities in fixing the terms for new trustee bor- 
rowing. 

After the striking success of the rather underpriced 
Kenya issue, which was heavily “stagged” and rose 
to a premium of 3, some lengthening of the life for subse- 
quent issues was to be expected. The Northern Ireland 
Electricity issue was pitched two years longer (to final 
redemption) and still achieved an appreciable premium. 
But the lengthening of the life by a further five years for 
the Southern Rhodesia issue (to 1980-85) at once caused 
some lifting of eyebrows in the market, especially as gilt- 
edged prices had already begun to falter. Not unnaturally, 
it was assumed that, if this sharp stiffening of terms was 
intended to force the pace in the market—perhaps with a 
view to the steel issue—the authorities might themselves 
lend support. The Rhodesia loan, however, has found few 
friends: 43 per cent of the £5,000,000 was left with the 
underwriters, and the stock opened at 14 discount ; it has 
since fallen to 13, while the premiums on the two earlier 
issues have been converted into smaller discounts. In the 
circumstances, the prospective life for the steel stock now 
looks a good many years shorter than it did a fortnight ago, 
when the market was talking of a span reaching to the next 
century. 


A background such as this is not, perhaps, the most pro- 
pitious for the launching, in this coming week, of Britain’s 
first issue for a borrower outside the sterling area. The 
possibilities of such venture as this were discussed in an 
article in The Economist a few weeks ago. Now it has 
been announced that {5,000,000 of 4} per cent stock, 
1961-66, is to be offered next Friday for Norway. The pro- 
ceeds of the issue are to be used to pay for merchant ships 
now building or to be built in British yards for Norwegian 
owners. It is a loan that deserves—and seems to need—a 
more favourable market background than the present. 


* * * 


Steel Share Valuations 


From last Wednesday all dealings in steel shares that 
are to be vested on February 15th have been free of 
stamp and fee. The conventions of previous vestings are 
being faithfully followed. Steel shares now provide the 
back entry to gilt-edged that transport and electricity stocks 
provided in 1947 and 1948. On Wednesday the institutions 
were buyers at prices equivalent to 24 per cent discount on 
the new steel stock ; and the sellers, though not anxious to 
turn out their shares on the scale that has been noticeable 
on earlier occasions of nationalisation, were sufficiently 
numerous to make their mark on industrial equities, which 
benefited from their reinvestment demand. There are still 
last minute doubts about vesting, still a disposition (though 
not a very logical one) on the part of holders of steel shares 
to keep their compensation stock, and their names on the 
registers, on the argument that the whole vesting operation 
might be put into reverse in the space of a few months. 
These attitudes may change if and when vesting is an accom- 
plished fact ; the implied discount of 24 per cent on steel 
stock does not mean that the market necessarily expects that 
the authorities will cynically leave the new stock to its fate, 
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but that uncertainties remain about vesting and abou: the 
steel shareholder’s final reaction to it. : 


Certainly his sense of alarm and grievance over the who 
affair will not be assuaged when he compares the compensa. 
tion meted out to him on the basis of Stock Exchange valy>; 
with some of the settlements that have been reached fy 
unquoted securities. Like Schedules D and E of the Incom: 
Tax, the two bases of compensation belong to two differer: 
worlds—one expedient and grossly unreasonable and th 
other determined in negotiation and fair argument aboy: 
facts. The list published by the Iron and Steel Corporatio; 
earlier in the week recorded the compensation values fo; 
54 quoted securities, according to quotations on certain 
dates in 1945 and 1948, and 33 unquoted securities. Out of 
146 securities of which compensation values have to 
agreed, some 59 had still to be agreed. Since the appearanc: 
of the list the total has been reduced by agreed settlement; 
for the securities of English Steel Corporation, owned by 
Vickers and Cammell Laird. These represent a sign 
achievement by the stockholders’ representative, Sir Alan 
Rae Smith, and their importance for Vickers’ and Camme! 
eH stockholders is clearly evident from the following 
tabdie >: — 

















—__—_ 
English Steel Securities joes | Holdings LAergconien 

| | ues 

Bet ead $$$} 
1%, Pref. Ord. 2,228,889 shares of {1..... ee | vee roe } 
Def. Ord. 1,131,120 shares of f1..... £5 ise. LM, Theos | L158 | 
| , i pV Fey J 

6% Debenture stock £850,934..... £115 | V £850,934 918,514 

‘Total Compensation Vickers... - £15,301,313 a 


Cammell Laird Ler 827 396 YE 128,709 


Thus Vickers will stand to receive compensation valued 2 
£15.3 million for holdings in English Steel entered in it 
books at £6,346,040 and Cammell Laird £6,827,396 for 
securities entered in its books at par (£919,389). Thes 
compensation terms are equivalent to 24s. 10d. per Vickers 
share (now at 38s. 44d.) and to gs. 7d. for Cammell Laird 
§s. units (now 13s. 4$d.). There is, however, a possibility 
that not the whole of the English Steel undertaking will be 
transferred, and in that case the compensation values would 
be correspondingly abated. And in any case decisions 
about the eventual disposition of compensation stock are likely 
to be deferred. These qualifications, however, are unlikely to 
affect the envy of dispossessed stockholders in other stce: 
companies whose compensation is based on Stock Exchang: 
values. By any comparison with the treatment proper} 
accorded to the owners of English Steel, these unfortunate 
investors are being treated outrageously. 


x * x 


Coal Emergency Measures 


_In order to guarantee sufficient supplies of coal for pow! 
stations and gas works, further exasperating cuts have bet 
made in railway services (producing the tiny net saving 0 
4,000 tons a week) and a level 15 per cent cut in supplie 
has been imposed for all industrial consumers (which 
yield about 150,000 tons a week). The intention is to 2° 
firms a guarantee of 85 per cent of their ordinary coal supplies 
(unless they have more than six weeks’ supplies in stock) 
and leave them to improvise their own internal economiss 
such as reducing workshop temperatures ; any complicate 
priority scheme has been rejected as unworkable and impos 
sible even to devise in time. “Rescue measures” will d: 
taken to assist any firm that finds itself with less than # 
week’s supplies in stock—there are at present some am 
large firms with no more than three days’ coal in han 
Supplies of gas coke to consumers will be made at 9° . 
cent of normal delivery rates, but special measures will 
taken to ensure normal supplies to blast furnaces and iron 
foundries. Industrial consumption, which averages abou 
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by Time for Eastern trade 


na. Ten-fifteen in England and the London, Manchester and 
lan Liverpool offices of The Chartered Bank of India, Australia 
and China have already opened to the public. At New York 
ring the day's work has not yet begun. In the East at Colombo 
it is tea-time and in Hong Kong business is finished for 
nother day. But wherever business men engaged in the 
Eastern trade may be, they will find at the nearest branch 
; of The Chartered Bank up-to-the-minute information, skilled 
assistance and efficient banking services. 


mf THE CHARTERED BANK OF INDIA, 
41 | AUSTRALIA AND CHINA 
( 


019 i Incorporated by Royal Charter 1853) 


514 Head Office: 38 Bishopsgate, London, E.C.2. 
Manchester Branch: 52 Mosley Street, Manchester 2 

— Liverpool Branch: 27 Derby House, Liverpool 2. 
New York Agency: 65 Broadway, New York, 6. 


Branches of the Bank ave established at most centres of commercial importance 





d at throughout Southern and South-Eastern Asia and the Far East. 
fh its 
for 
hese 
re LATIN AMERICA 
bility 
bi SPAIN PORTUGAL 
sold 
ey '| To exporters who require: 
3 
likely eficrent handling of collections 
ely to suggestions about foreign representation 
| ste! information on exchange and import controls 
ome the Bank of London & South America offers an un- 
rly : ‘ 
“ah rivalled service. Our Fortnightly Review gives the 
latest economic, commercial and financial news of the 
‘ollowing countries, in which 63 branches of the Bank 
are’ established :— 
Argentina Brazil Chile 
power Colombia Ecuador Guatemala 
e beet Nicaragua Paraguay Peru 
ae of EI Salvador Uruguay Venezuela 
ost Portugal Spain 
ch wil | LONDON - PARIS - NEW YORK 
to give 
upp BANK OF LONDON 
stoc / 


nomics, ¢> 
i || «= SOUTH AMERICA 


will be LIMITED 


than 3 Head Office: 

e fairly 6, 7 and 8 Tokenhouse Yard, London, E.C.2 
n hand. Bradford: Manchester: 
90 per 19 Sunbridge Road 36 Charlotte Street 











All 4 cities for £18 


Do you sometimes travel round in circles? Then 
plan your next trip to take advantage of the 
new special KLM Circle-Trip Fares, which 


Y 
4 








BRUSSELS — PARIS ~ LONDON for only 
£18 or LONDON — AMSTERDAM — 
BRUSSELS — LONDON for only £16. 
There’s just one condition, 
you must complete the round- 
trip within 30 days. 


Reservations from all Air Travel 
Agents or KLN fa C 
sdnch eeee gents or KiM Royal Dutch 


Airlines, 202-4 Sloane Street, 
AIRLINES London, S.W.1. Tel: sto 3488 
and at Birmingham, 
Manchester, Glasgow 
Yl and Dublin. 
lv “i 








A kangaroo is all very well... 


but a prospective settler, a trader or traveller wants more 
information about Australia than the fact that it is the conti- 
nent from which kangaroos come. Current information 
concerning all aspects of life in Australia and New Zealand 
is always available at the Bank of Australasia. Our Booklet, 
“The Answers To Your Questions ”, may be obtained from 
the Bank on request. It contains not only information 
concerning the commercial world but also more personal 
details about life in these two Dominions. 


THE BANK OF AUSTRALASIA 


(Incorporated by Royal Charter 1835) 
MANAGER: G. C. COWAN 


Head Office: 4 Threadneedle Street, London, E.C.2 
Strand Branch: 263 Strand, London, W.C.2 
(opposite Australia House). 
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The Gateway to India 


Businessmen need go no further than London to find the 
key to the gate, for the National Bank of India can provide 
all commercial banking facilities needed for trade with the 
subcontinent of India. Moreover, the Bank’s specialized 
knowledge of this area and of East Africa can be of great value 
to those interested in developing trade with these territories. 
Enquiries are welcome at Head Office and branches. 

A comprehensive banking service is 

available at the Bank’s branches in 


INDIA PAKISTAN CEYLON BURMA KENYA 
ZANZIBAR UGANDA TANGANYIKA and ADEN 


NATIONAL BANK OF INDIA 
LIMITED 


Head Office : 26 Bishopsgate, London, E.C.2. 


BANK MELLI 
IRAN 


(NATIONAL BANK OF IRAN) 


Incorporated by Law in 1927 
HOLDER OF EXCLUSIVE RIGHT OF 
NOTE ISSUE 
CAPITAL FULLY PAID .. Rials 300,000,000 


RESERVE (Banking Dept.) ... Rials 1,120,000,000 
RESERVE (Issue Dept.) _..._ Rials 1,000,000,000 


Governor and Chairman of Executive Board: 


HIS EXCELLENCY IBRAHIM ZEND 
HEAD OFFICE: TEHRAN, IRAN (Persia) 


Over 190 Branches and Agencies throughout Iran 


New York Representative : 
One Wall Street, New York 


London Representative - 
123 Old Broad Street, London, E.C.2 


CORRESPONDENTS IN IMPORTANT 
CENTRES ALL OVER THE WORLD 


The Bank, through its Banking Department, offers 
complete banking service for Foreign Exchange 
Transactions, provides special facilities for Documentary 
Credits, etc., and with its numerous Branches in Iran 
deals with every description of banking business. 
Especial services for all kinds of information regarding 
import, export and trade regulations in force in Iran. 


ADMINISTERS NATIONAL SAVINGS 
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BANK OF 
MONTREAL 


(incorporated in Canada in 1817 with Limited Liability.) 


Financial Agents of the 
Government of Canada in London 


The Bank undertakes general banking business and 
with its numerous branches offers special facilities 
in Canada and the United States. 


CAPITAL... wt? dc .-c. $26,000 | 
REST AND UNDIVIDED PROFITS $51,496,000 
ASSETS IN EXCESS OF... ... $2,000,000,000 | 


Huntly R. Drummond, Esq., Honorary President. 
B. C. Gardner, Esq., M.C., President. 
Louis L. Lang, Esq., C. F. Sise, Esq., Vice-Presidents. 
Gordon R. Ball, Esq., General Manager. 


Head Office: MONTREAL 
Over 540 branches in Canada covering every province, 
and in New York, Chicago and San Francisco. 
London Offices : 
47 Threadneedie Street, E.C.2. 
A. D. Harper, Manager 
9 Waterloo Place, Pali Mall, S.W.!. 
T. E. Roberts, Manager 





It happened when he reached out too 
far for a large apple and came down 
from the tree with an almighty crash: 
He couldn’t walk again for months, bu! 
the accident taught him something. Ly- 
ing in bed while his business expens 
mounted, he learned the true value of his 
‘General’ Personal Accident Policy. 










Peace of mind costs very little 


£4 a year covers business and profess- | *s worth while finding out more about 

ional men for £10 a week accident this nad eter benefits ofthe “ever 

benefit (and pro rata). Similar attree- | Pecsensl Accident Pelicies—jus' =! 
rates for ether occupations. . 





the coupon. 
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890.000 tons weekly, is normally about a million tons a 
week at this time of the winter ; industry’s stocks on January 
zoth amounted to 24 weeks’ normal usage. In the words 
of Sir Norman Kipping, Director-General of the Federation 
of British Industries, “ going on at the usual rate we should 
run clean out of stocks long before the winter is over ”— 


| beginning, probably, in about a fortnight’s time. 


The chances of avoiding serious trouble, even with the 
new economy measures, are slender. Milder weather in the 
second and third weeks of January slightly assisted the 
Minister of Fuel and Power’s gamble on the coal situation. 
Drawings upon stocks fell successively in the first three 
weeks of the year, as did consumption of coal at power 
stations ; but in the aggregate both remained larger than in 
1950. Total distributed stocks on January 20th amounted 
t0 10,652,000 tons of coal, roughly 1,500,000 tons above the 
jevel which in February, 1947, accompanied a fuel crisis and 
widespread stoppages of industry. It should be noted that 
coal is counted as in “ distributed stocks ” as soon as it leaves 
the colliery ; at any one time about 4,000,000 tons—a week’s 
supply for the country—is in transit. This figure is at present 
roughly 100,000 tons more than last year, and local rail 
priorities are being instituted to reduce it. Though larger 
supplies of imported American coal are now arriving, pro- 
spects for the next five weeks are critical ; and the brief cold 


| snap this week must have struck a particular chill into the 


Ministry’s hopes. 
* * * 


Scramble for Tungsten 


The rise in the price of wolfram, one of the tungsten- 
bearing ores, has been an outstanding feature of the current 
commodity boom. On Tuesday it rose again by 10s. to 
§20.-§30S. a unit, making a total rise of nearly 35s. in seven 
days. It is now well over double its level of last September 
and over five times its price prior to the invasion of Korea. 
In the past six months it has risen even more sharply than 
wool. Tungsten is a vital war material; it has the highest 
melting point of any metal in commercial use and is used in 
electronics and electrical equipment and as an alloy for tool 
steels. It is a particularly important ingredient for 
temperature-resisting alloys used for jet engines and gas 








turbines. Tungsten carbide is employed extensively to tip 
tth-speed cutting tools and wire drawing dies, and as a 
ard core for anti-tank ammunition. During the war Britain 
paid fantastic prices for tungsten ore produced in Portugal 
and Spain to prevent supplies from going to Germany. 
Tungsten is likely to be in great demand for machine 
t 8, defence equipment and weapons. But China is the 
World’s largest producer of tungsten ore and was one of the 
main exporters. Supplies from, this source are no longer 
am and Portugal and Bolivia together have had to meet 
Teale of the world demand in recent months. The 
hited States expanded its domestic production of tungsten 
te to a very high level during the war—in 1943 it produced 
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more than China—and although output subsequently fell 
sharply, the American Government will no doubt take steps 
to see that it is once more increased. British imports of 
tungsten ore last year amounted to only 5,800 tons or about 
the same as in 1949. Portugal sent nearly half of the total 
quantity, and smaller supplies came from Burma and Bolivia. 
Shipments from Burma have declined steadily since the end 
of the war, but with diplomatic encouragement and improve- 
ment in the transport, it should be possible to get larger 
quantities. 

Failing that, a sizeable expansion of imports during the 
current year seems out of the question. Admittedly, the high 
price of tungsten is already encouraging the smaller pro- 
ducers, particularly in Australia, South Africa and South 
America. But not much more than a few extra thousand 
tons would be available in 1951. United States imports 
alone are expected to increase by nearly 5,000 tons. 


* * * 


Ever Rising Metal Prices 


Prices of non-ferrous metals have remained very buoyant 
despite the imposition of price control in the United States. 
Tin reached an all-time record of £1,3573 a ton on Monday 
—it rose £85 in a day—but subsequently fell to £1,345. 
Backwardation was only £30 a ton despite the high spot 
price. The previous record was established on December 
19, 1950, when the price reached £1,302} a ton. Antimony 
rose by £75 during the week to £325 a ton ; the price had 
been steady for the previous five weeks. Tungsten continued 
its steady rise and increased by 35s. to 525s. a unit. Other 


Non-FrerRovus METALS AND ScRAP PRICES 


eerie se. 
j 1949 | 1950 1951 


Commodity 
and Unit 


i j E- j ORE en RT 
| Dec. | June | Dec. | Jan. 3| Jan. 10! Jan. 11 Jan. 24/ Jan. 31 








Copper, electrolytic 1 | 
(cents per Ib.)... | 185 | 22-5 | 24-5] 24-5| 24-5 

Zinc (cents per Ib.) | 9-875, 15-0} 17-5] 17-5 | 17-5 

Lead (¢ per ton).. 97 | 88 | 136 136 86 «1% 


ia! 24-5 | 24-5 
17-5! 17-5| 17-5 





136 13% | 136 
Tin (£ per ton)... | 599) | 600} 11157} 11574 (1262$ [1227$ (1262 (1345 
Tungsten (s. per 
WOE i vaweaass ; 92-50, 126-9 | 387-5, 407-5 | 440-0 | 480-0 490-5 | 525-0 
Quicksilver ({ per i j i 
WE i iuieweccee 26} 16} 42} 


| 48 | 583 | 733 | 73h | 73% 
“payed 12 [ua f.20 | 12s | ize} ae | af a4 
Sak os a 150 | 160 | 250 | 250 | 250 | 250 | 250 | 325 


Nickel (¢ per ton) | 321 | 386 | 406 | 406 | 406 | 406 | 406 © 406 
Cadmium (s.pertb.) | 144 | 15$ | 18§ | 189 | 18g | 18g | 18p | 185 


Molybdenum, pow- | 
der (s. per Ib.).. 324 324 35 3 61 CS 35 35 35 


Manganese, metal 
} 


(d. per Ib.)..... 17} 19} 19} 19} 19} 19} 194 | 19} 
Cobalt, metal ({s. i | 
ee | i ee 13} 15} 15} 15} | 18) 1} 1% | 17k 


per ton)..... 120 155 188} | 190 | 175 | 175 175; 175 


(£ per ton)..... 57} 97} 122} 160 125 125 125 =| «125 
Lead, net ({ per -| j | 
| ee 84) | 


i 
73 | 121 12144117): | 11?) jj 117 

j } 

sheet cuttings (£ | 

} 

| 


Aluminium, new | 


823 | 893 | 2115 {120 | ... 


per ton) ....... 96 96 
Gunmetal, commer- | 
cial ({ per ton).. | 89 | 1093 | 190 205 | 195 





Brass, heavy (£ 
tom) vecsceceese | 66h | 83 | 245 | 2723 | 140 


metal prices—at least the official quotations—remained 
unchanged, though high premiums are still being paid for 
spot supplies of copper and zinc. 


Dealings in metal scrap have dwindled as buyers are pre- 
sumably awaiting the Ministry of Supply’s order fixing scrap 
prices. The accompanying table includes representative 
prices for non-ferrous scrap. The rise between last June and 
the beginning of this year was sharp, particularly for zinc 
scrap. The quotations given for January roth onwards are 
taken from the revised list of maximum prices proposed at the 
Scrap Advisory Committee meeting on January 9th. These 
prices have not yet been officially approved by the Ministry 
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of Supply, and are substantially lower than those quoted for 
the first week of this year. Indeed, all except zinc and com- 
mercial gunmetal are below prices ruling in December. The 
small volume of trade in scrap at present taking place is being 
conducted at prices substantially above the approved maxi- 
mum levels. It seems fairly obvious that if these maximum 
prices are officially enforced, either supplies of scrap will 
tend to dry up or a black market will develop. 


x * * 


Shortage of Copper 


The cut of 15 per cent in the February allocation of 
virgin copper came as a surprise to British manufacturers, 
who were hoping that they would be allowed to purchase 
during the first half of the year the same quantity of copper 
as in the first six months of 1950. For this month, at any 
rate, they will be allowed to purchase only 85 per cent of 
the average monthly quantity bought in the first half of 1.950. 
The reason for the cut is not far to seek. Last year’s imports 
of copper were 318,000 tons ; this quantity was only 7,000 
tons more than in 1949 (despite last year’s much higher level 
of consumption) but was 40,000 tons lower than in either 
1948 or 1947. The chances of securing even 320,000 tons 
this year are not very bright. Rhodesian output cannot be 
expected to increase to any marked extent, owing to the 
persistent shortage of fuel. Shipments from Canada are 
likely to be smaller because of increased American demand 
and because of the even more pressing need to expand nickel 
production, while supplies from Chile and the Belgian Congo 
will probably be unobtainable. Imports of copper in 1951 
might therefore not much exceed 300,000 tons: 160,000 
tons from Rhodesia, a further 100,000 tons of Rhodesian 
blister refined under toll agreements by the United States, 
Belgium and Germany, and 40,000 tons from Canada. 


One gratifying sign, however, has been the settlement of 
the wage dispute between the Rhodesian copper mining 
companies and the native mineworkers’ union. The 
two sides have agreed on an annual increase of f11 
a head, nearly two-thirds of which will represent a 
bonus varying with the profits from the sale of copper. 
At the same time the 37,000 African workers have been 
guaranteed minimum bonus payments totalling {£100,000 a 
year. The settlement has been a costly affair for the pro- 
ducers ; it will raise their annual wage bill by £385,000, 
nearly £2 per ton of copper produced. But the threatened 
strike would have been even more costly at today’s copper 
prices, besides entailing a further cut in supplies to British 
manufacturers. The significant pointer, however, is that the 
settlement is the first success for organised African labour ; 
it clearly will not be the last. 


As between Chile and the United States there are diffi- 
culties of another kind. The Chilean Government’s export 
tax on copper is based on the price ruling in the New York 
market, and since the official price has remained at 244 cents 
a lb. for the past seven months while the unofficial price 
has soared to 45 cents a lb., Chile claims that it has lost a 
considerable amount of revenue. Under the new American 
wage-price freeze, the official price of copper must presum- 
ably remain in force. In that case, the Chilean Government 
can be expected to look more closely at the possibility of 
increasing its export duty. 


* * *x 

Packaging Shortages 

The purpose of holding a packaging exhibition in 
London at this time, when materials are becoming 
increasingly scarce, is to demonstrate the essential role of 
packing in industry. Packing may be required to save 
labour, as in food packs of given weight ; or it may be that 
the product calls for protective packing. The growing ten- 


dency for manufacturers to make up food and other consumer 
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goods in packs of a pre-determined weight or size js large! 
meet a labour-saving need, as are the ingenious insteanee 
machines that do the weighing and packing. The olan 
sheets so widely used for this form of packing are : 
scarce, and show no immediate signs of becoming so vg 

But paper, softwood and tinplate, the important material 
of protective packing, are becoming increasingly scarce and 
expensive. This week the President of the Board of Trai, 
held out no prospect of an immediate improvement, (j 
paper, he said that although supplies increased during 1950, 
demand outstripped them, and the Board of Trade w, 
asking the supplying industries to work out “a volun 
system of priority allocations.” Exhibitors said that they wer. 
quoting as long as twelve months’ delivery for corrugated 
cardboard packing cases and up to three months’ delivery for 
ordinary corrugated sheets. 


Can makers have had a big cut in the amount of tinplate 
allowed for domestic canning, and are still uncertain whether 
this cut will be followed by orders for cans for army food 
Mr Wilson said that some cuts would be made in tinplate 
exports to improve supplies for home canning, but here again 
he could promise no general improvement until the new mills 
stact in South Wales in the summer. Softwood for packing 
may have to be cut further, for although a large amount of 
timber has been bought in North America, its shipment is 
being delayed for lack of tonnage. Firms making the pulped 
containers which are being used on a growing scale as packs 
for individual articles (and which were used for grenades) 
have their own long-term contracts in Scandinavia, and com- 
plain only of a temporary hold-up in deliveries owing to bad 
weather. But these firms are paying 100 per cent more for 
pulp than twelve months ago. 


To some extent these conventional materials can be supple- 
mented by some of the stronger plastic films which afford 
protection against corrosion. But this will not do away with 
the need for outside containers, whether they are wooden 
crates or steel drums. The consequences of an acute shortage 
of packaging materials would be damaging to industrul 
output and also to exports. 


* * « 


Still Less Metal? 


Government policy about the control of non-ferrous 
metal supplies was a little further unfolded in the Commons 
this weex by Mr Strauss. In addition to slightly reduced 
allocations of zinc for February, he announced that copp 
supplies would be 15 per cent lower than in the first half 
of 1950—which is equivalent to about 75 per cent of curren! 
demand. He also disclosed an extra concession to tht 
industrial—and_ political—suppliants who recently induced 
him to postpone the prohibition of the use of zinc and copp 
in a variety of inessential end-products by giving permussioa 
for such firms to use between March 1st (to which the ban 
had been postponed) and June 30th any stocks of sem! 
fabricated metal and partly processed articles in their poss 
sion at the end of February. 


It is impossible not to feel that the Minister’s policy bss 
wavered in response to fairly determined lobbying upot 
question. If, as is still officially insisted, this softening of 
attitude does not reflect any expectation of change in suppl 
it implies that the control policy was either too harsh an 
hasty in early January or is too dilatory now. In view" 
the Minister’s latest addendum, his announced attention 9 
reply to another Parliamentary question “ to control the prt’ 
and distribution of non-ferrous scrap and discourage 
ing” sounds a little hollow. To the extent that firms ha’ 
been able to hoard supplies of virgin metals or sct@p since 


shortage began to make itself 
help som 





? 


ay, ait. 


3 


SUR 








THE ECONOMIST, February 3, 1951 


LLC 





Research pointed the way 
to the first of the 
Nimonic Series of Alloys— 










which made the jet engine 
possible. Continued research 
has led to improved 
alloys, first Nimonic 80, then 


Nimonic 80A and now Nimonic 90, 


strength at the high temperatures 
necessary. Now a new ’plane, the Avro 

Ashton, has been produced specifically 
for research into the high altitude perform- 
ance of gas turbines. The power unit of this 
*plane is the Rolls-Royce Nene which, in common 
with other British aircraft gas turbines, 
uses the Nimonic Alloys for vital components. 


“Nimonic” is a registered trade mark. 


THE MOND NICKEL COMPANY, LIMITED 


sy 
NDERLAND HOUSE, CURZON STREET, LONDON, w.! 


al pegnennng: 8 high degree of | power, and very little chemical manufacturing would be 


| 








OxyYGeEN 


XYGEN is the element that occurs most abundantly in 
nature. One-fifth of the air consists of oxygen, and 
without it life could not exist. It is oxygen which causes iron 
to rust and enables a fire to burn. Discovered in 1774 by 


Joseph Priestley, and independently by the Swede, William 


| Scheele, oxygen was so nained because it was at first believed 


to be an acid-former. Pure oxygen is produced commercially 
by liquefying air and then separating the oxygen by distillation. 
Stored in cylinders, the gas is used in welding and steel- 
making, as well as to aid breathing in high-flying aircraft and 
for medical purposes. The importance of oxygen to the 
chemical industry lies in the fact that substances burn in it 


to form oxides. Without burning there would be no industrial 


possible. The oxides enter into almost every phase of 


| chemical manufacture. 


I.C.1. burns sulphur in atmospheric oxygen to form sulphur di- 
oxide as the first step in producing sulphuric acid, and makes 


nitric acid by combining oxygen and ammonia. Combined 


| with carbon, oxygen forms carbon dioxide 


| 
| 
| 
| 





which in its solid form is important as an 


industrial raw material and as a refriger- 
ant. Solid carbon dioxide made by I.C.1. 
is sold under the name of “Drikold”. 


rr 
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such production is not desirable. To any firm with fairly 
large metal stocks there will be an obvious invitation to turn 
the whole of them into “ semi-fabricated or partly processed 
articles” by February 28th ; this does not suggest that the 
Ministry’s scrap control system, when it is announced, will be 
particularly successful. Further minor relaxations of the ban, 
such as the supply of metals to firms such as brass-foundries 
which must be kept in being for defence work, and 
the possibility of “ consideration” for exports of prohibited 
articles, suggest that the Minister may have had second 
thoughts about the whole prohibition without being willing 
to withdraw it—or that he may still cherish lingering hopes 
of further windfall supplies from America. 


* * x 


Liner Rates Increased 


Shippers have recently been notified of considerable 
increases in liner freight rates by several shipping confer- 
ences. Rates of freight from the United Kingdom to India, 
Pakistan and Ceylon, for example, will be increased by about 
25 per cent with effect from March 1st, and increases have 
also been notified by the East African conference lines. The 
general level of outward freight rates to Indian destinations 
has remained unchanged since 1944, although about a year 
ago rates from Continental ports were increased by 15 per 
cent. These are now to be raised by a further 10 per cent to 
correspond with UK rates, while homeward rates, which have 
been unchanged since 1940, will also be raised by 25 per 
cent. This increase in liner freights is by no means an 
isolated movement. Almost all conferences trading from 
North America have already announced increases, and news 
now comes from Hongkong that all Far Eastern conferences 
have notified increases of up to 15 per cent in cargo rates 
and passenger fares. 


The reasons for these increases are, in the words of one 
announcement, “the constantly rising operating costs of 
ships, combined with the protracted length of voyages.” 
The latest rise in operating costs for British ships, in fact, 
does not take effect until March Ist, when the new wages 
structure comes into operation. Under this agreement the 
basic wage of a seaman is increased from {20 to £22 per 
month. After four years’ service, the minimum rate is now 
£26, and additional bonuses can be given for long service in 
the rank of petty officer. Navigating, engineer and radio 
officers get increases ranging from {1 to £12 a month, with 
financial recognition of higher qualifications. The object of 
the new wage structure is partly to offset the increase in the 
cost of living which has occurred since the last agreement 
in 1947, and partly to offer added inducements for officers 
and men to make the Merchant Service their career. In both 
respects, the agreement is an improvement on that of 1947, 
but the wage bill of every British ship will rise sharply. 


Fuel bills also are now higher than they have ever been, 
while the delays which merchant ships experience in many 
ports show no sign of improvement. Congestion in Rio de 
Janeiro, Santos and Montevideo has recently been so bad 
that a temporary surcharge of 25 per cent has been imposed 
on freight for these destinations. This, of course, will cease 
when conditions are relieved. The general increase in 
operating costs which has forced the increase in liner freight 
rates equally affects tankers and tramps. Even if demand for 
tonnage declines, tramp freight rates are not likely to fall 
as far as they recently rose ; for vessels would have to be 
laid up at a much higher point of the freight index. 


* * * 


Television in Cinemas 


Both the BBC and the film industry must have hoped 
that the Beveridge report on broadcasting would provide a 
way out of the deadlock into which they talked themselves 
nearly eighteen months ago. The BBC has been anxious 
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to get first feature films for its television service ang wy 
prepared in return to allow cinemas to pick up its trans. 
missions of suitable programmes. But throughout jt; talks 
with the film industry and again in its evidence to the 
Beveridge Committee, the BBC was resolutely Opposed tp 
allowing any other body to transmit its own programme 
except by the uneconomic method of land lines. 7, 
film industry has not so far accepted these terms because 
it is afraid of the box-office repercussions should first featur. 
films be televised during their commercial life. Nor y, 
it particularly eager to take up the offer to show some 
the BBC programmes (which are transmitted on 405 line, 
while for a good picture on a large cinema screen a minimyy 
of 625 lines is probably necessary). All the industry asked 
in its evidence, was to be alluwed to transmit its oy 
programmes to cinemas. 


The Beveridge report recommends that the industry 
should be given this right but subject to conditions that, in 
the film industry’s view, take away most of the substan: 
from the concession. For example, when the Postmaster. 
General grants wavelengths for what has become known 
as television for public showing, he may “require the 
resulting pictures to be available to the BBC and to other 
on financial and other terms approved by himself.” This 
condition is meant to make it impossible for the film industry 
to outbid the BBC for exclusive television rights. 


The Renters’, Exhibitors’ and Producers’ joint committe, 
which speaks for the film industry, is now discussing th 
report and is almost certain to object to this condition 
While large-screen television is now technically satisfactory, 
both Cinema-Television (the Rank Organisation’s company 
and Scophony-Baird Ltd., have developed effective techniques 
for transmitting and receiving’ pictures for cinema showing, 
capital costs are high. Unless the film industry ca 
get exclusive rights on a certain number of occasions, it 
may be difficult to get a sufficiently large number of people to 
pay at the box-office for what they can see at home. No 
is the BBC likely to be pleased by the report’s strong recom- 
mendation to give transmitting rights to other bodies, sine 
it would then lose its strongest counter in bargaining for 
first feature films. But the interests of both sides favour 
a mutually satisfactory compromise, and one of the mo 
important features of the Beveridge report was its refust 
to arbitrate in any way in the main dispute between then 
Faced with the unpalatable alternative of the committe’ 
compromise, the two parties may now feel more inclined 
to seek common ground for agreement. 


Worsening Terms of Trade 


_ The terms of trade deteriorated sharply in 195% 
import prices rose by 23 per cent, while export prices ro¥ 
by only ro per cent. Most of the deterioration took place 
in the second half of the year, when import prices increasing! 
reflected the rising trend of world commodity prices. hs 
December the Board of Trade index of import prices 10 bs 
2 per cent to 150 (1947 = 100), making an increase of 14 
per cent in the six months following the invasion of Kore 
Once again the increase was caused by higher prices of 1a 
materials: food prices actually fell slightly in Decembe 
because of lower prices of imported oranges. Between AP 
and June import prices for raw materials were stationary, 
it was generally thought that the initial effect of devaluation, 
at least on these goods, had worked itself out ; prices We 
then 14 per cent higher than in December, 1949, and oe 
cent higher than before devaluation. Then came Korea the 
the scramble for commodities. In the second half of rise 
year raw materials rose by 32 per cent, and a further 
will probably be recorded for January. 


But it is important to note the steady if modest 1 
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export prices that has taken place in the last three months 
of 1950. In each of these three months the Board of Trade 
index rose by nearly 2 per cent, and by December it was 
7 per cent higher than in June. Prices of exported textiles 
rose by 10 per cent in the second half of 1950, making a 
otal rise of 20 per cent for the year. Prices of metal goods, 
the index of which was level with that for textile prices in 





December, 1949, rose by only 6 per cent during the year 
and of other manufactures by nearly 10 per cent. These 
figures suggest that British exports are being sold at prices 
that are modest in relation to the gigantic demand of the 
market ; it is indeed a seller’s market, but the seller—whether 
through conventional ideas about costing or a decent anxiety 
“not to do the overseas buyer down ”—is being singularly 
restrained in not exploiting it. 


289 
IMF and Free Gold : 


The interest of the International Monetary Fund in 
gold dealings at premium prices has recently been reawakened 
by two developments: the rapid expansion in turnover on 
free gold markets since November and the demand by 
Canadian gold producers to be allowed to sell part of their 
output at premium prices. The increased turnover in the 
free gold markets has been particularly marked in Europe. 
where the possibility of Russian aggression has caused a 
sudden and understandable increase in demand for hoarding 
purposes. Open market prices have not reacted propor- 
tionately, and it is evident that substantial supplies of gold 
must have been pumped into the markets to satisfy this 
increased demand. Investigation has shown that the Bank of 
France has been among the principal channels of supply. 


The International Monetary Fund has pointed out that the 
operations of the Bank of France appear to run counter to the 
IMF rules against sales of gold at a premium. The French 
reply, first, that there is as yet no official parity for the franc 
and, therefore, no official price of gold in France and, secondly, 
that the sales are intended solely for the domestic markets 
and are thus anti-inflationary devices. The French logic is, 
as usual, impeccable ; but their argument is weakened by the 
fact that France is now buying large quantities of gold from 
the United States at the official price of $35—and then 
reselling it on the Paris free market at $8 an ounce or more 
profit. In its investigations of the Continental gold market 
the IMF has also been surprised at the extent to which South 
African fabricated gold exported to Switzerland for use in 
industry is being remelted and sold in the free markets. 
The French action and the redirection of South African 
manufactured gold from industry to monetary channels may 
induce the International Monetary Fund to give the problem 
of premium gold sales another airing. The subject will also 
be brought up in Washington if Canada puts in a formal 
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Summary of Directors’ Report for the year 
ended 31st December, 1950, and of the 
accompanying Statement by the Chairman, 
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DIRECTORS’ REPORT 


_ ‘The gross revenue amounted to £157,714, compared with £153,957 
in 1949. After charging Debenture Interest, Income Tax and Profits 
lax, Directors’ Fees, t and General Expenses amounting 
to £87,078 the net profit is $70,636. Adding £139,217 brought forw 
the total available for appropriation is £209,853 and a dividend of 
per cent., free of tax, is nepnees, which ae) peas ae. —_ 
urther recommended that £8,079 be appro’ or W own 
book — of certain investments, = £146,946 to carried 
orward, 
_ At market prices on December 31st, 1950 (or where no market price 
existed at valuations by the Directors at that date amounting to 
£366,518), the Share and Debenture Holdi and British and Foreign 
Government Securities had an te value of $3,171,886, as com- 
pared with their book value of $2,1 


CHAIRMAN’S STATEMENT 


The net profit of $70,638 compares with £7 for 1949, a decrease 
of £2,430. Pull oroviton kee been uate in the Profit and Loss Account 
for Income Tax and Profits Tax epee of all income to 3ist 
cember, 1950. Double taxation allowable to the Company, 
amounting to 2s. @¢. in the 8 has been taken into account in arriving 
at this provision, At the end of 1950, the value of the investments 
showed an indicated appreciation of $876,341 over book cost. Over 92 
per cent. of the investmenta, including British Government Securities, 
taken at the valuations at December 3ist last, are situated in 
United Kingdom, Union of South Africa and other parts of the British 
Commonwealth. ' About 88 per cent. of the investments are in Ordinary 
stocks and shares and is Ralbaes in fixed-interest-bearing securities. 

As from 2ist November, 1950, the Trust’s Share and Debenture 
duotations have appeared ‘tn the Investment Trust Section of the 


cial List, the Ohnets, Zonene res Financial frost 
approved the transfer of these ‘quotations 
Seetion in which they have appeared hitherto. , 
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request to allow its gold producers to have the same advantage 
as those of South Africa in selling fabricated gold at a 
premium. This request, if made, is unlikely to be turned 
down. The IMF is in an awkward position. On the one 
hand it deprecates premium prices for gold since it believes 
that these encourage exchange transactions at a discount 
from official rates (of which it is the guardian). On the other 
hand it knows well that an expansion of the supplies of newly 
mined gold that reach the free market is the best guarantee 
that the premium over the official price in those markets is 
kept within reasonable bounds. 
* x x 


Trend of Bank Deposits 


In the two months to January 17th net bank deposits 
rose by almost £13 million, compared with over £27} 
million in the same period last year and less than 
£3,000,000 in the same period of 1948-49. The improve- 
ment compared with last year is more than accounted for by 
the fact that advances this time rose by only £31 million 
in the two months, against {£53 million last time. But, as 
the banks’ investment holdings rose by £15 million in the 
two months to this January, compared with a fall of 
£5,000,000 in the similar period twelve months earlier, it 
appears that the Government has recently been running 
down its borrowings from the banking system a little more 
rapidly than it did a year ago. This is a noteworthy change 
from the conditions prevalent in the autumn, when such 
borrowing was increasing at more than twice the rate attained 
in the autumn of 1949. At this season of the year it is par- 
ticularly difficult to draw reliable conclusions from short 
term changes in the figures, but it seems probable that the 
main factor making for heavy Government borrowing in the 
autumn—the need to provide the sterling counterpart of 
Britain’s large external surplus—is now diminishing in force, 
partly, no doubt, because foreigners are still paying for 
their purchases by drawing on the sterling funds that they 
acquired a few months ago. 


Meanwhile the final figures for clearing bank deposits 
at the end of 1950 confirm the impression set down in 
The Economist last week that gross deposits increased by 
£166 million in 1950 compared with only {2,000,000 in 
1949. This comparison, however, is distorted by the 
accumulation of balances in the course of collection at the 
end of 1950; after allowing for this, net deposits rose by 
£136 million last year compared with {51 million in 1949. 
The Government’s heavy borrowings from the banking 
system in the second half of 1950 almost exactly balanced 
its heavy repayments in the previous six months ; the rise 
in net deposits over the year was therefore accounted for 
by a rise of {121 million in advances and of £16 million in 
investment portfolios. 

* x * 
America’s Influence on Commodities 


The American price freeze announced last weekend (and 
examined in detail on page 263 of this issue) has upset 
commodity markets, not so much by what it intends to do 
as by its vagueness. Prices were frozen overnight. The 
regulation was definite enough on that point, but the 
Economic Stabilisation Administration, the authority that 
introduced the new measure, was the first to admit that the 
order would apply only a brake to rising prices and will not 
halt them immediately. Prices of primary materials are 
apparently to be controlled by the ceiling prices on end- 
products. But many American manufacturers have bought 
large quantities of raw materials in recent weeks at high 
prices, and the manufactures made from these materials 
could not possibly be marketed at current American retail 
prices except at a loss. Wool is a case in point. American 
buying in Australia in January helped to push prices up 
by another 30 per cent. And this further increase in the cost 
of raw material has yet to be reflected in the price of cloth 
sold to the American public. 
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The United States has become such a large importer oj 
raw materials both since the war and more especially since 


the invasion of Korea that any rigid price control systeq 
would have a damping effect on world commodity price 
The crucial question is whether the present order will be 
rigidly applied. Past experience suggests that as manufj. 
turers’ costs rise and the clamour for price adjustmens; 
increase, the Administration will give way. In that case th: 
price “ freeze” might do no more than take the edge of 
American civilian demand and reduce private hoarding. 

If the American Government intends to be more ruthie; 
this time and saddle American manufacturers with losses 
(which is unlikely), the rest of the world will at least hay. 
a chance to buy up materials now in short supply, and pric: 
rises are likely to be much more modest. It would also giv. 
a chance to the American stockpiling authorities to increas: 
their strategic reserve of materials without having to increas: 
their expenditure at a proportionately higher rate. Until the 
operation of the new regulation is better understood, 
American buyers might act cautiously. In that case ther: 
might be an opportunity for this country to restore som: 
part of its depleted stocks. 

* * * 


The Production Record 


If there was any rise at all in industrial production in 
November last year, it was much smaller than in Septembe: 
and October. The Central Statistical Office’s interim index 
figure for November was 150, the same as the postwar record 
reached in October; the London and Cambridge “A” 
index gave a figure of 148, compared with 146 in October 
(which showed a rise of six points over September). Since 
November is usually the best month of the year for industrial 
output, the static appearance of the indices may mean tha 
Shortages of materials were already affecting production in 
the last quarter of 1950. For December, when output 


Indices of Production (1946 = 100) | Nov., 1949! Oct., 1950 | Nov,, 195 


London and Cambridge Index :— 


Rotel Taare, os 5.6.05 sd ne 09 cae ce eth es | 140 145 143 
RE BR RS BOR | 138 144 4 
Working day basis—A....... 140 146 | 143 
ioveces 138 144 14 
Food, drink and tobacco ........secseecee 110 118 Lis 
Chemicals and allied trades .............+ | 1s 139 14 
Building, materials and furniture—A ...... | 154 165 16l 
eoncck { 144 151 15 
j 

Official Interim Index :— j : 
AE WAROUIOR isos 0 o's Une de hoes biweavemee 140 a 
Mining and quarrying .........2.++s00e000 123 119 122 
DOGMUNMCEONOE 5... 0's ha tite « code desc Oe eden 1435 157 L 
Building and contracting ..........ceesees 130 142 1#) 
Gas, electricity and water ..........css00. 128 122 15] 


shows a seasonal decline, the official index gives a provision 
figure of 142-3. 

The official index for the whole year would suggest that 
output in 1950 was 140 per cent of that of 1946; ts 
represents an increase of 8} per cent over the 1949 average. 
Constituent figures of the two production indices include 3 
decline from 157 in October to 156 in November for & 
official index’s manufacturing group (offset by a considerabi 
rise, from 122 to 137, in gas, electricity and water), wh 
the London and Cambridge series for “ motors cycles 4 
aircraft” and for chemicals show further slight rises. 


Shorter Note 


Relaxation of restrictions under electricity supply contracts 
preventing the installation or use of private generating plat’ 
and concessions in charges for standby power supplies, are 
to be continued until March 31, 1956. The British , 
tricity Authority and the Area Electricity Boards have waive 


these restrictions since 1946, but they were due som 
back into force in April, 1952 ; in view of its own continuing 
shortage of generating plant, the electricity supply indust*} 
is to prolong what its considers its “ relatively uneconom* 


occasional power supply to factories using small 
generators. 
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Company Notes 


Tate and Lyle.—The preliminary state- 
ment of profits of Tate and Lyle for the year 
ended September 30, 1950, relates to the 
sarent company only, so that any interests 
not directly connected with sugar refining 
have been excluded. Trading profits have 
~sen by almost 12 per cent from £3,030,833 
10 £3,387,780, while turnover has increased 
by nearly 8 per cent from £78 million to 


uy 


$4 million. This comparison may suggest 
> small improvement in profit margins, but 
the profits figures are struck before providing 
for depreciation, advertising and reconstruc- 
son expenses, etc., which total £2,196,213, 
against £2,289,857. The rise in the provision 
for taxation by some £117,000 to £1,227,901 
nelps to explain the fall in net profit from 
[1.278.774 to £968,312. In 1949, however, 
net profits were eaten into by the transfer of 
(250,000 to a fixed assets replacement 
reserve and £54,972 to a stock replacement 
reserve ; no such appropriations have been 
made in 1950. The calculation of earnings, 
which makes allowances for profits tax as 
well as transfers to reserves and exceptional 
receipts, can only be regarded as a very 
rough estimate, as the preliminary accounts 
do not show how much of the total taxation 
provision relates to the trading year. The 
apparent rise, therefore, in the parent com- 


Years ended 


Oct. 1, Sept. 30, 
1949 1950 
er £ f 
Earnings :-— 
Trading pUORt. ics 04a he sek 3,030,833 3,387,780 
TEM; Scencgebhas ae cine 1,011,083 =:1,227,901 
Depreciation, advertising, ete, 2,289,857 2,196,213 
Replacement reserves ....... 304,972 ei 
Peal. GWG. < 0 kn b BSS s Cad SIS 39,325 40,898 
Earned for ordinary ....0+20+ ‘ 934,477 927,414 
(25% * (28°,) 
wh GN sk inka oe tee eae 519,750 577,500 
(18%,*) (20°) 
To general reserves and c/f . 807,650a 349,914 
js. ordinary stock at 58s. yields {5 3s. 5d. 


* On ordinary capital £5,250,000. (a) Includes £392,923 
ansierred irom reserve for E.P.T. liability. 


pany’s earnings from 25 per cent to 28 per 
cent may have to be confirmed when the full 
accounts are published. 

Interest has naturally been centred on 
‘he mise in the ordinary dividend. As long 
ago as September, 1949, the directors 
expressed their intention of pursuing a 
beral dividend policy and now they have 
more than fulfilled their promise to pay at 
cast the same gross sum by way of dividend 
on the revised capital as has been paid in the 
wast ten years. On the reduced equity capital 
ot 45,250,000 the total dividend in 1949 was 
‘he equivalent of 18 per cent; two interim 
cividends of 84d. and Is. 7.2d. respectively 
were paid on £1 stock units and after the 
sock segregation scheme a final dividend of 
48d. per 15s. stock unit was declared. In 
1950 the total ordinary dividend is 3s. per 
Ss. unit, that is 20 per cent. 

Unless the threat of nationalisation is 
‘esurrected, Tate and Lyle shareholders 
‘hould be able to look with confidence to the 
future, The increased dividend may be 
regarded by some as a first step towards the 
‘ulhiment of the chairman’s suggestion in 
Apri, 1950, that when the time is ripe the 
vee of the Tate and Lyle stock units should 
*€ restored to £1 by the capitalisation of 
eserves, 

* 


a A. Lister.—The jump in group profits 
aR. A. Lister in the year ended September 
> 1950, from £678,693 to £784,836—a 
‘tcord figure since the first publication of 
“onsolidated accounts in 1944-— marks 
a Satisfactory year and shows that 
‘ca ‘n recent years has been wel] justi- 
ned. The ordinary dividend of 9 per cent on 
Govidine Capital compares with an interim 
Ndend of 5 cent paid on £1,200,000 
a and a final dividend of 6} per cent 
‘© On the revised capital of £2.600,000. 
“Ss Tevision of the equity capital compli- 


if 
Nu 


cates the calculation of earnings, and the 
apparent fall in group earnings from 15 per 
cent to 13 per cent may be exaggerated. Any 
such fall may be attributed in the main to 
the rise in the total provision for taxation by 
£50,000 to £320,585. 


Years to September 30, 


1949 1950 
4 
Consolidated earnings :— . . 
(eee ‘ 678,693 784,836 
NIE Soe hs rec ccekarce 270,586 320,585 
BreerdatiOn os ek hk etc 109,194 134,386 
Group earnings for ord. sik... ...., 220,877 222,583 
(15%) (13%) 
3 SAE ho Ree ia SR lees 125,950 128,700 
: (114%) (9%) 
To parent co. reserves and c/f 62,125 59,038 
Cons. balance sheet analysis :— 
Fixed assets, Jess depreciation 1,193,003 1,455,855 
Net current assets........... 3,981,677 3,889,756 
A ONOEE sono ckse s << 2,002,709 1,894,182 
DO cad siasecb vec ecehis 2,759,866 2,430,977 
MOE ai bk aks e et awss 2,097,705 2,199,674 


Ordinary capital 2,600,000 
£1 ordinary stock at 37s. 3d. yields {4 16s. 8d. 

The acquisition of fresh capital is reflected 
in the rise in the book value of group fixed 
assets at cost from £2,177,930 to £2,572,891 ; 
mor has the pace of capital expansion 
slackened, since outstanding contracts are 
estimated at £390,000. Stocks are lighter 
by some £340,000 and now stand at 
£2,430,977. Although cash has fallen from 
£1,379,064 to £1,215,086 and total “ quick” 
assets have fallen by some £100,000, these 
items still represent a good proportion of 
current assets and there is no evidence of 
strain on working capital. 

If the production of agricultural machinery 
is regarded as an essential part of the 
nation’s defence programme, adequate raw 
material and labour supplies should be 
assured. On this footing, prospects for the 
current year should be satisfactory, though 
perhaps not free from difficulty. 


2,600,000 


* 
Leyland Motors.—The market had 
expected very successful results from 


Leyland Motors. These expectations are 
well justified by a rise in group trading 
profits from £1,982,422 to £2,178,360, and in 
net profits from £706,154 to £801,693, for 
the year to September last. The ordinary 
dividend, which was raised from 15 per cent 
to 20 per cent in 1949, has been further 
increased to 25 per cent. In addition, equity 
shareholders receive a special payment of 
4 per cent, tax free, from the surplus realised 
on the sale of fixed assets; in each of the 
two previous years they received 5 per cent, 
tax free. The increased ordinary dividend 
provides a little to spare over the fall in 
the special distribution, for the total payment 
to shareholders is approximately 29.5 per 
cent on a gross basis as against 29.1 per 
cent. When these results were made known 
the price of £1 stock units rose 3s, 3d. to 
99s. 3d., so that the yield on the 25 per cent 
dividend is just over £5 per cent. 

Provision for taxation has risen by over 
£100,000 to £1,008,477 and depreciation is 
up from £263,658 to £299,596. The 
directors have vigorously attacked the 
problem of replacement by the appropriation 
of £500,000 to a fixed assets replacement 
reserve. In 1949, £200,000 was transferred 
to this reserve and a similar sum _ was 
reserved against stock depreciation. Some 
£8,056, against £187,604, has been added 
to the consolidated balance carried forward, 
which now stands at £534,325. 

The company has not in the past stinted 
the ordinary shareholders; can they expect 
further benefit in the current year? Cer- 
tainly this should be a reasonable hope if 
output can be maintained at its recent high 
level; that depends on the availability 
of raw materials, particularly sheet steel. 
Leyland Motors is not likely to come low 
on a priority list of material allocations ; 
its part in the defence and export pro- 
grammes will clearly be important. 
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SECURITY PRICES AND 
YIELDS 


oe np EESiNeRneNpESe 


Sept. 1, 1920 76. .| 


Net - 
Price, | Price, | Wield, | yone 
British Funds jan. 24, Jan. 31,| Jan. 31, | ,*': 
1951 1951 | ~ 1951 "| Jan. 31, 
ips ae 1951 
Bae we s. d. 
War Bonds 23%.../1014 [1014 | ... 13 le 
Mar. 1, 1951 53..! 1018 3 19 9] 
War Bonds 2}%...110198 [1019 |... 0 le 
Mar. 1, 1952 54. .| i017 6 19 3] 
Exchequer Sik. 23% |/101# 1019 [015 2 i5 1 
Feb. 15, 1955... ./ i | 
War Bonds 2}%...|102 | 1028 | 015 0/117 le 
Aug. 15, 195456.) xd | xd |019 5 1 6] 
Funding 23%..... 11024 | 102, | ioe 7 le 
June 15, 1952 57.) CS 3.9 & Ti 
Nat. Defence 3%...1103) 103% 1013 4 0 3e 
July 15, 1954 58.| cao 8 10 3i 
War Loan 3%...../1043 [104% [01511 4 le 
_ Oct. 15, 3955 59... i is: e@: 9 10 ill 
Savings Bonds 3%.| 994§ 993 2 ae. 2 6e 
Ang. 15, 195565.) xd xd 113 11 0 lll 
Funding 24%. sis 993 99 [110 8 14 8e 
April 15, 1956 61.) 2: 9.2 12 6] 
Funding 3%. ...... 99} 98] {119 0 7 6¢ 
April 15, 1959 69.) ;1isli 3 101 
Funding 3%.......| Dx | 99 i1M4 6 1 &e 
Ang. 1, 1966 68..| xd 1/114 4 1 6/ 
Funding 4%......./107, 1062 | 1 9 8 5 Te 
May 1, 1960 90 .. i119 6 sh 
Savings Bonds 3% .| 97} 968 .a 3. 3 & 5e 
Sept. 1,196070..; xzd | xd j; 117 3 4 9) 
Savings Bonds 2}%| 944 | 938 {119 1 3 le 
May 1, 1964 67 .. 1117 2) 1 0] 
Victory Bonds 4% ./1084xd | 107jxd} 112 3 6 3» 
1 9 
9 6 
0 2 





WWW AAW WWW WWW WW Ww WWD DO DO bt bed tet ret Se, 


Savings Bonds 3% .| 958 | 948 | 2 11 Se 
Aug. 15, 196575.| xd | xd |118 8] 

Consols 4% ....... 1102zxd |102 i1l7 1312 7g 
(after Feb. 1, 1957)} j | | 

Conversion 34% sual 963 | 95 ;2 010 14 if 
(after Apr. 1, 196); i 

Treasury Stk. 2}%.| 702 693 119 8/312 7f 
(after Apr. 1, 1975)} | i i 

Treasury Stk. 3%..| 833 | 823 | 2 0 31313 Tf 
(after Apr. 5, 1966) 

Treasury Sik. 34°, ./102% (1013 1m $| 8 lle 
June 15, 1977 80. 1117 6] 9 Ol 

Redemp. Stk. 3%..| 92 |; 908 {| 2 Ol 10 3e 
Oct. 1986 96 ©... /119 8|3 9 

War Loan 34%....| 4% | 93 [en 15 
(after Dec. 1, 1952)| | 

Consols 24% ...... | 702 | 69% |119 7/312 Of 

Brit. Elect. 3% Gtd.| 96 953 (119 8 8 2¢ 
April 1, 1968 73.. j i118 4 6 9i 

Brit. Elect. 3% Gtd.| 96 | 95§ | 11811 1 Te 
Mar. 15, 1974-77.| 1118 5 7 Ol 

Brit. Elect. 34% Gtd. 1034 1014 } 2 17 5 9 2 
Nov. 15, 1976-79.| 1i7 6 9 21 

Brit. Tpt. 3% Gtd..) 92 | 90 |2 210 11 le 
July 1, 1978-88. .| 12 010/3 9111 

Bnt. Tpt. 3% Gtd..| 96} 95§ 119 10 8 4e 
April 1, 1968-73. .| | 118 6 6 111 

Brit. Gas Gtd. 3%..) 914 893 | 2 Ol1 10 5e 
May 1, 1990-95 ..| 12 0 4 9 10/ 

} 


! 


ie) To earliest date. (f) Fiat yield, (g) Assuming re- 
demption in 1957. (hk) Flat yield given above. Ii re- 
deemed, in 1952 net redemption yield £5 30, gross £6 17 9, 
() To latest date. (mn) Net yields are calculated after 
allowing for tax at 9%. in & *Assumed average life 
i3 years 10 months, 








5 @ “Shell” Stk. £1.; 81/3xd) 81/3 | 
12h¢} 6 @ St&LloydsDf.é1) 55/9 | 56/3 | 
1244 | 1244 ‘Tube Invst. {1.; 6} 63 
8 ¢}| 8 ¢ {Union Castle £1) 39/- | 39/- 


ry 


Last Two | Price, | Price, | Yield, 
Dividend: Ordinary Jan. 24, Jan. 31,; Jan. 31, 
— Stocks 1951 1951 1951 
(a) (b) tc) | 
% | % } } ; £ s. d. 
60 ¢ |} 2 @\Anglo-Am. 10/- 7% | «7% | 3 16 10 
25 b| 5 a \Anglo-Iran. {1 . 5# 5815 6 2 
10 b 5 a ‘Assoc. Elec. {1. 85/- | 85/- | 310 7 
Tja| 20 b\Assoc.P.Cem.{1 87/6 | 87/6 |6 5 6 
40 ¢| 35 ¢\Austin 5/-..... 27/9 | 26/10} 610 3 
#5 @it20 6 Bass {1....... 146/3 1146/3 |6 4 1 
40 c} 10 a Boots 5/-...... 48/6 | 48/6 |4 2 6 
8 c!} 10 ¢ Br. Celanese 10/-| 24/6 | 24/6 |41 8 
12 6| 8 a Br. Oxygen{l..| 92/- | 95/6 |43 9 
6 a| 16 Coats{1....... | 58/6 | 57/6 |} 4 611 
6 b| 24a Courtaulds{1..| 39/6 39/3 '|316 5 
20 ¢| 64a Distillers 4/-...| 21/- | 21/- | 316 2 
8 ¢| 8 c¢ DormanLong/l 31/6 | 32/- 5 0 0 
15 ¢} 15 « \Dunlopfl..... | 57/9 57/9 | 5 310 
10 ¢| 10 c\Ford{l....... | 48/9 | 48/9 |-42 1 
17}¢ | 17} c (Gen. Elect. {1..) 83/9 | 83/9 §4 3 7 
ll aj 21 6 \Guinness {1....|134/44 134/44 | 415 3 
15 a| 17$6 Hawker Sid. 5/-| 33/10}' 35/103, 410 8 
7 6} 3 a ‘imp. Chem. {1.| 43/6 44/6 §4 9 ll 
183.6} 13}a@ \Imp. Tobacco {1108/9 107/6 | 519 2 
5 a| 7)6 ‘Lancs.Cotton {1 41/6 | 43/9 |514 3 
10 ¢}] 10 ¢ Lever {l...... 43/9 43/9 411 5 
15 ¢} 15 ¢ Lon. Brick {1..| 57/6 | 57/6 |5 4 4 
45 6] 15 a Marks&Sp.A5/- 84/6 | 84/- | 311 5 
46) 8 a P&O Def. {1..) 58/- 58/- | 4 9 
1746{| Tha P. Johnson 10/-.; 39/6 | 39/6 | 3 
| 4 0 
i 3 4 
i 4 1 

12hc | I7kc \U.SuaBetongé] 58/9 | 56/- |6 5 0 

33a| 1646 |T. & Newall £1.) 89/4) | 88/9 410 2 

446} 2a Vickers {1..... 36/9 | 37/6 | 312 0 

15 a@| 27}6 Woolworth 5/- .| 46/3 45/6xd| 4 13 6 
(a) Interim 4) Final. {c) Whole year. tFree of lax, 
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Statistical Summary 









































































EXCHEQUER RETURNS CHANGES IN DEBT (£ thousand) 
For the week ended January 27, 1951, Receipts PAYMENTS | 
total ordinary revenue was {177,023,000, — Ln ete n eee a | 
against ordinary expenditure of £51,026,000 | ways and’ Means 24% Def. Bonds... 75 | 
and issues to sinking funds £140,000. Thus, } Advances ...... 11,025 | 3% Def. Bonds... | 370 | 
: Ai inking fund locations of 3%, Term. Annuities 1,770 | 
including sinking fun allocations — Tax Reserve Certs, 35,704 | 
£13,913,000, the surplus accrued ae Treasury Deposits. 25,000 | 
April lst is {422,488,000 compared wit es cere 
, : . . : 307 
£387,909,000 for the corresponding period | 126, 
a year ago. 
ORDINARY AND SELF-BALANCING REVENUE | 
AND EXPENDITURE FLOATING DEBT 
(£ million) 
Receipts mto the 
Exchequer 
(g thousand) Ways & Means 
Ad 
lite Esth april 1|April Week | Week eee Float- 
241 1949 | 1950 |ended | ended > | Bk. of i 
1950-5 to to an. Jan. Date Public hee Debt 
an. 28,\Jan. 27) 28, 27, land | 
000 1950 | 1951 | 1950 | 1951 | 
40-0 
ape tan es) 54,435, 916,216] 95,948 104977 * 
Income Tax...... '1388000; 954, 210) 99,945 
Ration 355. 120,000] 73,5001 78,9001 4.900| 5,300 3160-0| 2077-8 6502-0 
Estate, etc., Duties | 195,000 1 ae ae 0 a noe » 2815170-0) 2041-1 6268- 
TES | 50,000] 42,7 43,46G, 1,200) 1, 
Profits Tax Sie | 270 noo} 223,960] 224,520) 4,700 4,200 Nov. 4135180-0) 1885-7 5992-0 
ee, Saas eace p94 33,000 9,350 400... » 11] 3180-0) 1897-3 . $995-1 | 
Other Inland Rev. | 500 350 0 80, 150 »  1843190-0) 1968-7 555-5 | 6086-7 
SpecialContributn.| 4,500 18,100, 4,20, 20080 | » 2% 5200-0} 1950-0 564-0 | 6104-9 
N 5 119007 | Dec. 2} 3230-0! 1956-3 525-0 | 6080-4 
Total Inland Rev. —— 505745}1427 seas, omc : : 340-0 1951.6 345-0 | 611]-7 
CROSS 55 oie s 4 | 870,650 673,752) 730,620,14,110, 8,746 »  1615260-0/ 1939-8 550-0 | 6152-1 
Excise ........+. | 713,150) 577,414) 579,571 33,814) 31,571 Seas wT §25-0 | 6077-5 
Total Customs ond| | Jan. os ol ee = et 
Excise ........ 7,924 40,117 |» 250-0 | 1823- . . 
Excise |158380011251166/1310191] 47,924 40,11 ” paee-0) 186% 3 9-8 | Sees: 
Motor Duties. .... 56,000] 50,292) 54,121) 5,083 26,294 3200-0 | 1801-9 420-0 | 5829-7 


Surpl'sfromTradg.| 85,000] 47,541) 41,905 
P.O.(Net Receipts)| _... os 1,400 
Wireless Licences. | 13,000 10,390} 8,650 
Sundry Loans... .| 
Miscell.. Receipts 

(in. Crown Lands) 


Surplus WarStores) 35,009 17,785) 35,953 % 
1,400 TREASURY BILLS 


(£ million) 


2,200) 
27,000 aa 22,870 ... 


70,000 68,556) 66,15 622; 185 














Amount Avg. Rate | Allotted 




















































































of at 
Total Ord. Rev... |389780013026090/2968783166458'177023 Allotment | Min. 
SeL¥-BaLancinGe |}——— —— 9 Rate 
Post Office....... (72,1 0} 132,100) 139,300, 4,500; 2,800 
Income Tax on { me 
E.P.T. Refunds.| 5,700 10,131) 7,039 194 91 286-9 | 210-0] 10 5-66 
eS 4075650316852] 3151161171152 179914 335-8 | 250-01 10 2-98 
ae emt $| ana ienel:-B op 
thousand : . . . 
ae rer Week | Week 260-0 | 310-6 | 260-0] 10 3-36 
s . mate, April ee ee . 0- 260-0 0 3 
Expenditure 1959-51 1949 | 1950 |ended | ended 
| to to Jan. | Jan. 250-0 | 347-5 | 250-0 10 2-74 60 
an. 28,\Jan. 27) 28, | 27, 260-0 | 328-8 | 260-0] 10 3-09 72 
1950 | 1951 | 1950 260-0 | 314-6 260-0} 10 4-55 49 
=a aranernoun] 230-0 | 301-7 | 230-0] 10 2-93 67 
Int. & Man. of Nat. / | 250°0 302-4 | 250°0 10 5°50 &3 
; Devt. ssrvex - | 490,06 360,515) 367,01 3,076) 3,005 240-0 | 301-4! 230-0 10 3-35 10 
’ayments to N.| i . . . . 
ireland........ | 36,000) 29,442) 29,596 2,030 2,097 mslmilwmewini ao 
Other Cons. Funds | 11, 9,691 soe | ose 240-0 337-8 240-0 10 2-92 61 
} | ASSESSES 
TS .cisscanans | 537, 5,106! 5,092 On 26th licati for 91 day bills to be paid 
Supply Services . . |291806 46,028) 45,934 mroney 90 ta Febriany 4. T86], cere accamted dee 


from January 29 to February 3, 1951, were accepted dated 
Monday to Saturday as to about 61 per cent at £99 17s. 5d., 
and applications at higher prices were accepted in full. 
St Bills to a maximum of £230 million are being 
offered for February 2nd. For the week ending February | 
3rd the banks will not be asked for Treasury deposits. 





Total Ord. Expd.. |345506 
Sinking Funds ...;  ... 


Total (excl. Self-! 
Bal. Expd.).... |345506 


Totat finci. Seli- 


Bal. Expd.)... . |363291 


51,134 51,026 
ee 140 








NATIONAL SAVINGS 
(£ thousand) 





After decreasing Exchequer balances by 
£177,634 to £3,761,564, the other operations 
for the week decreased the gross National 
Debt by £115,210,419 to £26,088 million. 


NET RECEIPTS (£ thousand) 
Export Guarantees Act, 1949...........-....45. 
Cinematograph Film Production (Special Loans) 





Ack BOON Bi EE ok bb sccreaknebacngnsccaiss 46 
o 246 Meee csr ce 
NET ISSUES (ft i re ae eterna cies 
P.O. and Telegraph (Money) Acts, 1948 and 1950 300 | Net Savings ............ 
ELP.2. PROGR eck ds ewer eeienhsh ese betecdes P.O. and rustee Savings 
Housing (Temp. Acemdn.) Acts, 1944 and 1947.. 200 Banks :— 
Local Authorities Loans Act, 1945, s. 3{1)....... 4,800 MING a0 ontscsctnen 524,855 
New Towns Act, 1946, s. 12(3).................- 300 | Repayments ...... 11...) 568.696 
Coal Industry (Nationalisation) Act, 1946, s. 34(1) 2,000 
Overseas Resources Development Act, 1948, s. 17(1) Net Savings ............ 
Cee: TIRE iso 5 abv s eked ee bs scnnncnscis 21 
Miscell. Financial Provs. Act, 1946 :— a Total Net Savings......... 103610 
s. 2(1) War Damage: War Da Commission 3,000 | Interest on certificates repaid 23,266 
Finance Acts, 1946 and 1947: Credits.. 337 | Interest accrued........... 101.358 
11.070 | Change in total invested. . .. 167 }~ 95.518 





BANK OF ENGLAND 
RETURNS 


JANUARY 31, 1951 


ISSUE DEPARTMENT 


f } 
Notes Issned:- | Govt. Debt... ll i. vy 
- In Circulation 1282,008,007 | Other Govt 
In Bankg. De- } Securities ... 1334.29 
partment .. 68,348,816 Other Secs. __ "151 ta 
| Coin (other are 
an gold}... OL. 
Amt. a Fid— 8 
Issue ....... 1350,008,0% 
Gold Coin and 
— (at 
le per o7. 
Das <4o Gs 556,325 





——— 


1350,356,823 1350, 356,825 


BANKING DEPARTMENT 


£ } 
Capital ......  14,553,000| Govt. Secs... ssn daen 
Rest. bebveees 3,762,456 | Other Secs.:- 55, 41,01 
Public Deps.:- 15,342,381! Discounts and 
Public Accts.* 12,984,667; Advances... 19,24.) 
H.M. Treas. | Secuvities.... 35,616.87 
Special Acct. 2,357,714 | 


Other Deps.:- 384,622,342! 


Bankers..... 297,898,673' Notes........ 68,348,415 
Other Accts... 86,723,669 Coin......... 1,008,951 
418,280,189! 418,280,189 


*Including Exchequer, Savings Banks, Commissioner ot 
National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 


(€ million) 















w@ ue — 


Notes m circulation... .. 1297-1 1284-7 1282 
Notes in banking depart- 

GOR 5s ctsigs sched eiee 53-3 65-7 685 
Government debt and 

securities® ........... » B1345- 31545-31352 
Other securities......... : 07 OF 5 
Gold and Coin.......... 4-4 44 44 


Valued at s, per fine oz... 2485/0) 248/0, 2480 


Banking Dept. :— 


Bepiie Sib ween eae’ 


13-2 - i 

Treasury Special Account 34 ee 
Bankers ~ GaN ule Rie 317-8 306-3, 297-3 
ROE. 5 cu is ve gshaaanes 84:3 83:8 % 
D355 « tikeniv idan» 417-7, 406-0 400° 
Securities :— a ise 
Government.........++. 339-1 320-7 20 
Discounts, etc.........+- 18-2 5 1 
OUR ois okies Sets 508 24-4 25-4 3 
SUS. vs snavveoss ey 381-7) 367-6 HPS 
Banking dept. res....,..-- 2 666 4 


ee 


* Government debt is £11,015,100, capital £14,555 
Fiduciary issue reduced from £1,375 to 41,550 millon 
January 10, 1951. 


COLD AND SILVER 
The Bank of England’s official buying price for 5 


was raised from 172s. 3d. to 248s. Od. per fine ounst 


September 19, 1949, and the selling price t aul 
dealers from 175s. Od. to 252s. Od. per fine ounce © 
cash prices during last week were as follows —~ 









GOLD 







SILVER ih 
‘Leodon |New Yo [ Bombay 
London |New York) Bombay oe 
ounce per ounce)per 100 tolay PY" 

| 


1951 
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COMPANY MEETINGS 





WEST RIDING WORSTED AND 
WOOLLEN MILLS 


CONTINUED PROGRESS 
MR J. H. KEELING’S STATEMENT 


The twenty-second annual general meeting 

o; Wes: Riding Worsted and Woollen Mills, 

f Limited, was held on January 30th at the 

| Midland Hotel, Bradford, Mr J. H. Keeling 
chairman of the company) presiding. 

The secretary (Mr E. Matthews) read the 
notice convening the meeting and the report 
of the auditors. 

The following is the chairman’s statement 
which had been circulated with the report and 

accounts for the year ended August 31, 1950, 





913,075 


04,09 



















356,425 

ey and was taken as read: — 

oor. Ladies and gentlemen,—Your company has 
again enjoyed a most successful year due to 
trading conditions and the efforts of the 
directors, managers, executives and employees 
of our operating subsidiaries, 

mT The turnover of the group showed a con- 

5 S41, siderable increase over the previous year, and 

6.724.934 direct and indirect exports again represented 

Aon 2 satisfactory proportion of cur sales. The 
profit of the group, before taxation, amounted 
o £1,729,204, an increase of £349,141 over 

8,348,515 the corresponding figure for the previous 

1,008,951 year. 

8, 280,148 Of this profit it was necessary to provide 

SsHONeTy 0 for taxation £903,371, namely, 52.2 per cent. 


Of the balance, preference arld ordinary share- 
holders receive by way of dividends £107,947, 
equivalent to 6.3 per cent. of the profits 
ecrned, while £717,886, or 41.5 per cent., has 
been retained in the business. 


During the past four years the profits re- 
1 tained in the business have amounted to a 
tial of £2.118,313, a most satisfactory figure 
in relation to the issued share capital of your 


Pm company. 

71 
4-7 THE DIVIDEND 
51 6 During the year under review reserves were 
+ he capitalised to the extent of permitting the 
0-7 vs ordinary share capital of the company to be 
44 


increased by 50 per cent., by the issue of 
one new ordinary share for every two ordinary 
shares previously held. The proposed divi- 
ocnd for the year at 224 per cent., therefore, 
shows a small increase over the 30 per cent. 
Paid on the smaller ordinary share capital 
Previously outstanding. 


20-7 285 This dividend of 224 per cent. is equivalent 
a) BA 10 4.8 per cent. on the capital as represented 
51-6 383 Py the ordinary shares and total reserves, 
66:6 O94 hich would, of course, be a much lower per- 
4 i cnlage if the real value of the fixed assets 
rere taken instead of the sum at which they 
ee 553,00 nS @ the books. In this connection, as 
6 muillion 0 wn in the summary of net assets as at 
August 31, 1950, you will see that the fixed 
“ets which appear in the books at 
.1.003,975 were at that date, excluding land, 
alued on a replacement basis for purposes 
Mf insurance. at £4,650,554. 
ice for ga 
ne oun CONSOLIDATED BALANCE SHEET 
_— pa I would like to refer to a few of the 
i wre important items in the consolidated 
—— balance sheet, 
GoLd . 
ase _ Fixed assets show an increase of £170,782 
Bomb m4 the previous year. This includes the 
per ol Xed_assets of the operating subsidiaries 
— . so during the year, extensions and im- 
a he aoe to our existing factories, and part 
£ Closed ad on of a small new factory at Womb- 
je bucact is being constructed to permit 
Chased Declan Limited increasing their pro- 
us 9 nc? mainly for their with the 
Bs "ited States, 





_ The excess of current assets over current 
liabilities (including provisions for staff 
pensions and deferred repairs) amounted to 
£3,049,620, an increase of £650,369. 


The most important figure among the 
current assets is that for the stock on hand 
and work in progress, which at £4,581,983 
shows an increase over the previous year of 
£2,158,905. Though this is to some extent 
due to our recently acquired subsidiaries, it 
is in the main accounted for by the consider- 
able rise in the price of wool during the year. 
It is for this reason that it has been con- 
sidered prudent to place a further £200,000 
to reserves, termed “Reserves against effect 
of possible future fall in value of stocks and 
for contingencies.” These reserves now total 
£500,000, equivalent to approximately 
£1,000,000 of untaxed profits. 


As a result of this increase in the figure 
for stock, our net cash at £232,377 shows a 
reduction of £411,437, as compared with the 
previcus year, and trade creditors secured on 


wool purchases show an increase of 
£1,076,231. 


Our capital and reserves, including the 
amount set aside for future taxation, stand 
at £4,029,853. This figure is arrived at after 
providing £98,108, which has been applied 
in writing down the value of our investments 
in the subsidiaries acquired during the year 
to the book value of their net assets, after 
making provision for the estimated liability 
of these companies for future taxation. This 
conforms with our usual conservative policy. 


NEW OPERATING SUBSIDIARIES 


In my statement last year I told you that 
we had acquired in September, 1949, the 
share capital of Wade & Glyde Ltd., old- 
established and well-known manufacturers of 
worsted cloth. 


More recently, in April, 1950, we acquired 
the share capital of Thomas Hey & Shaw, 
Ltd., wool merchants and topmakers, and 
its associated company, Cleckheaton Combers 
Ltd., which as you will gather from its title 
carries on the business of Combers. These 
companies deal with a section of topmaking 
and combing which previously we did not 
cover, and in addition bring to us the services 
of Mr James H. Shaw and his brother, Mr 
George A. Shaw, who are responsible for 
their management, and whcm it gives me 
great pleasure to welcome to our group. 


As I have told you on previous occasions, 
your directors do not believe in adding to 
our group for the sake of increasing its size, 
and in each case the businesses which we 
have acauired have, for various reasons, fitted 
into a pattern 


The shares of these companies were 
acquired out of the group’s accumulated 
reserves, and without the issue of further 
share capital. This was also the case in 
regard to Priestley’s Ltd., and B. Priestley 
& Co. Inc., the share capitals of which we 
acquired in April, 1948. 


You will therefore, I am sure, be interested 
to know that for the year under review these 
five companies provided, after taxation, 
£101,852 towards the net profit of the group, 
subject only to the provision of £4,500 to 
their pension funds. These results have 


been achieved in spite of the fact that our 
group was entitled to the profits of Thomas 
Hey and Shaw, Limited, and Cleckheaton 
Sombers Limited, for only four months of 
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the year. It is interesting to note what the 
net profits of these five recently acquired 
subsidiary companies, as mentioned above, 
exceed the amount required to pay the whole 
of the Ordinary dividend for the year. 


CAPITAL REQUIREMENTS 


I had hoped that it might have been 
possible to have continued our policy of 
making further acquisitions from time to time 
out of accumulated reserves, but with the 
very heavy amounts to be set aside for taxa- 
tion and the recent further substantial in- 
crease in the price of wool, the demands upon 
our financial resources must of necessity be 
large. Furthermore, as you will have seen 
from the balance sheet, we have considerable 
capital commitments to meet in relation to 
our existing premises, plant and equipment, 
while we have other developments under 
consideration. In the circumstances, your 
directors may consider it advisable to issue 
the balance of the unissued Preference share 
capital. Before such an issue could be made, 
however, it would be necessary to obtain the 
sanction of the Capital Issues Committee. 


Owing to the present high price of wool, 
the temporary financing of imports will re- 
quire from time to time very considerable 
sums of money. Your directors therefore feel 
that it would be prudent to increase the 
borrowing powers, and a resolution to this 
effect will be put to you at an extraordinary 
general meeting to be held after the close 
of this meeting. 


PRICE OF WOOL 


Wool has featured so much in the news 
recently that there is little that I would care 
to add. The price and all relevant factors 
in relation to supplies are matters that are 
never absent from the minds of those respon- 
sible for the management of our operating 
subsidiaries. As I have already mentioned, 
we have taxed reserves of £500,000 available 
to meet any violent fluctuations. Further- 
more, as the results since the close of the 
financial year on August 31st last have con- 
tinued to be satisfactory, the profits earned 
since that date have still further strengthened 
the position. 


CAPITALISATION OF RESERVES 


You will see from the directors’ report that 
it is proposed that further reserves should 
now be capitalised to the extent of £47,644 
by the issue of one new Ordinary share for 
every sixteen Ordinary shares at present 
held. I would point out that these new 
shares which it is proposed to issue will 
not rank for the final dividend to be paid 
in respect of the year ended on August 31st 
last. A resolution to authorise the capitalisa- 
tion of these reserves will be proposed at the 
subsequent extraordinary general meeting. 


I feel that the results which have been 
achieved call for a special vote of thanks 
from all of us for the great work that has 
been done and is being done by all the 
directors, managers, executives and employees 
of our operating subsidiaries. I would also 
like once again personally to thank all my 
colleagues on this Board who at all times 
afford me the greatest possible assistance. 


In conclusion may I say that we have a 
fine team of men, an excellent spirit and 
most efficient plants—and I am sure that the 
best job possible will be done, whatever 
future trading conditions may prove to be. 


The report and accounts were unanimously 
adopted and the dividend as recommended 
was approved. 

The retiring directors, Mr J. W. Shelton 
and Mr. A. Young, were re-elected. 

At a subsequent extraordinary general 
meeting of the company resolutions were 
passed authorising the capitalisation of re- 
serves and an increase in the borrowing 
powers. 
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BRITISH MUTUAL BANK 


An extraordinary general meeting of the 
British Mutual Bank Limited was held on 
January 26, 1951, to consider resolutions 
authorising the sale of the British Mutual 
Bank Limited to Martins Bank Limited. 


Lord Broughshane, the chairman, who 
presided, said: —This is a meeting that we 
must all be attending with mixed feelings, 
for it is always sad to witness the passing 
of an ancient landmark. On the other hand, 
we must be glad that our British Mutual 
Bank is passing into strong and capable 
hands. 

I am confident that every shareholder will 
believe that your directors are recommending 
the right course of action in the resolutions 
shortly to be proposed. In the course of 
our negotiations with Martins Bank, it has 
been our aim to safeguard the interests not 
only of our shareholders but also of our 
depositors and our staff. We believe that all 
these objects have been secured. 


I would also like to take this opportunity 
of expressing our thanks to the Midland 
Bank for the splendid help and encourage- 
ment they have given to us for so many 
years. Our close co-operation with that bank 
and its officials has been invaluable to us, 
and has always been much appreciated. 


Finally, on behalf of my colleagues and 
myself, may I say how much we have valued 
the courtesy and understanding with which 
we have been met at all times by those repre- 
senting Martins Bank during the negotiations 
now concluded to the mutual satisfaction of 
both parties. 


The resolutions were duly passed. 


MICHAEL NAIRN AND 
GREENWICH LIMITED 


SUBSTANTIAL IMPROVEMENT 


The twenty-ninth annual general a 
of Michael Nairn and Greenwich Limite 
was held on January 26th at Kirkcaldy. 


Sir Michael Nairn, Bt., the chairman, in 
the course of his speech, said: You will be 
pleased to observe a substantial improve- 
ment in the financial results achieved which 
have gone to reward another year of sus- 
tained effort during a period no less difficult 
in many respects than any experienced during 
the postwar period. 


The net profit attributable to our group 
of companies amounted to £485,949 com- 
pared with £359,679 for the previous year. 
The balance of profit accruing to the Holding 
Company amounts to £211,869 and adding 
the amount brought forward of £67,798 
leaves for disposal £279,667. The directors 
recommend the payment of a final dividend 
of 114 per cent. together with a bonus of 
24 per cent., less tax, making a total distribu- 
tion of 174 per cent. for the year. 


This satisfactory outcome has been 
achieved despite the fact that our business 
has continued to function under the con- 
stantly growing burdens imposed upon 
industry by a Government unfavourably 
disposed to free enterprise and resentful of 
any suggestion for creating conditions under 
which such enterprise could flourish, 

Our linoleums and felt base floor-coverings 
were never more popular than today and in 
both the home and export markets our busi- 
ness is Only limited by our ability to supply. 

Given the opportunity for free action, 
whatever problems arise and whatever diffi- 
culties be met with, I have every confidence 
in our ability to cope with them successfully. 


The report was adopted. 


BRITISH TABULATING 
MACHINE 


(Manufacturers of Hollorith Office Machinery) 
CONTINUED EXPANSION 


The forty-fourth annual general meeting 
of the British Tabulating Machine Com- 
any, Limited, was held in London on 
S aeie 3lst. The following is an extract 
from the report and the circulated statement 
of the acting chairman, Mr W. G. Dunstall. 
It is now just over a year since we parted 
from the International Business Machines 
Corporation of America (1.B.M.) and we are 
becoming accustomed to our complete inde- 
pendence. We have had a good year’s 
business. Turnover has continued to expand, 
new business has been secured at the normal 
rate, and we have in hand a large amount of 
orders yet to be executed. Our activities in 
the Commonwealth also continue to prosper 
and expand notwithstanding changes in con- 
stitution in some countries. In addition, we 
have benefited by not having to pay royal- 
ties to the I1.B.M. 


PROJECTED OFFER OF SHARES 


Our short-term finance position has been 
greatly assisted by the cessation of royalty 
payments. Sooner or later, however, we 
shall have to find additional permanent 
capital to finance the continuing expansion 
and as a first step we hope in due course 
to make an offer to ordinary shareholders of 
a block of the new ordinary shares authorised 
in June last. 

Regarding certain legal proceedings which 
I.B.M. are taking against us, as the note in 
the balance sheet states, the company has 
denied liability. In November, 1949, we 
informed shareholders that our agreements 
with 1.B.M. had been cancelled by mutual 
consent in a friendly atmosphere, but that 
both parties reserved their rights under any 
claims that might have accrued in the past. 
Approximately 80 per cent. of the amount 
claimed represents U.K. income tax which 
we deducted when making royalty payments 
to I1.B.M. The balance arises on a differ- 
ence of view between us as to the rate of 
exchange to be adopted for the purpose of 
afriving at the amount of such royalties. We 
were advised by counsel that we were fully 
entitled to make the tax deductions in 
question and that the rate of exchange 
adopted by us is correct. Further study by 
counsel confirms us as to the correctness of 
our attitude. 

The net profit of the group has risen 
from £206,153, in the previous year, to 
£463,725. To general reserve we have 
transferred £95,000, bringing it to £265,000. 
The policy of the board continues to be that 
of husbanding our resources and ploughing 
back a large proportion of profit, but having 
regard to the large additional profit result- 
ing from relief from royalties, the directors 
feel justified in recommending the modest 
increase of 2} per cent., raising the ordinary 
dividend from 17} per cent. to 20 per cent. 


THE OUTLOOK 


As to the prospects in the punched-card 
accounting world, while the uses of our 
system and the demand for our apparatus 
are ever-widening, there may be, in the not 
distant future, more competitors. More 
than one foreign competitor has declared its 
imtention to start business here and even of 
goimg into manufacture on a considerable 
scale. This has been foreseen and we are 
endeavouring to prepare for whatever the 
future may have in store. All departments 
are running well and are being strengthened 
where necessary. Your directors view the 
future with sober confidence. With the 
continued loyal co-operation of our staff at 
home and overseas we feel that the company 
should continue to prosper. 

The report was adopted. 
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BROOME RUBBER 
DIVIDENDS RESUMED 


The seventeenth annual general me»; 


of Broome Rubber Plantations Limi; . 
held in London on January 3ist, “signs 


Sir Lionel Smith-Gordon, Bt. : 
man), presided, . » Bt. (the chai. 


The chairman, after referring to the grey 
debt they owed to the European and Asin 
members of their staff for the courage; 
manner in which they were perform: 
their duties in conditions of extreme 
said that it was not surprising to find thy 
the crop harvested, at 3,578,762 Ib., shows 
a reduction of 5 per cent. compared with 
the record harvest of the previous year, They 
had sold forward 50 tons a month over 195) 
at the equivalent of 13d. per Ib. Londog 
landed terms. This sale was made as a hedge 
in order to cover estate expenditure. They 
had bought in from time to time against sales 
made at current market prices and had sii 
forward again at a high level. They had now 
to ship during January/June, 1951, 150 tons 
at an average of 34d. per lb. c.if. This com. 
pleted their forward commitments to due, 


It was their intention to replace the obw- 
lescent areas at the rate of approximately 
3 per cent. of the total planted acreage each 
year, but in view of the prevailing condi. 
tions it had been decided to undertake nm 
further cpus during 1951/52. At th 
end of 1950 they had approximately 33 per 
cent. of their total acreage planted with high 
yielding material, 


With regard to the current season i 
might be over-optimistic to expect the high 
prices they had enjoyed since July Ist to & 
maintained throughout the year. The effects 
of the policy of the U.S.A. in extending the 
manufacture and use of synthetic as wel 
as restricting the use and controlling the 
purchase of natural rubber were alone likely 
to lead to a fall in price levels. If the restnc- 
tion of supplies of strategic raw materials 
Iron Curtain countries was extended ths 
would be another contributory factor 2 
that direction. 


The crop harvested during the si 
months, July to December, 1950, amounted 
to 1,492,900 Ib. against 1,933,600 Ib. fx 
the corresponding period 1949. 


They would appreciate that the results 
which have enabled the resumption of div- 
dends after a blank period of some ten yeas, 
were achieved on the low price for rubbe. 
Since the close of the financial year there bad 
been a phenomenal rise in the price whit 
would be reflected in the current yous 
acounts, The directors had therefore beet 
as generous as possible, and after making 
adequate provision for replanting, (axatios 
etc., recommended s foal divides 
cent., making a tot per cen 
year. In view of the excellent result - 
first half of the year 1950/51, so far obtaned 
the directors had declared an interim div 
dend of 5 per cent. 


They had known for many years that thet 
might be prospects for tin production 
Broome Estate. They were having . 
liminary discussions with leading un 
ducers to see if something could 4 
about this. So far it was impossible '0 
what the possibilities might be one ¥# 
the other. tes 

If all went well during the next © 
months, and the price of rubber eC 
tained at a fair level, they should be © 
to build up substantial cash seats 
meeting the demands of the ‘x Con 
and paying a reasonable dividend. . 
sequently, they should be in 3 Pat mii 
take advantage of any opportunity uunds, 10 8 


come along for investing surplus 
limited extent, in other than gilt-edget 


The report was adopted. 
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pAJOE KIDOEL RUBBER 
AND PRODULE COMPANY, 
LIMITED 


SPORADIC VIOLENCE STILL COMMON 
MR H. ERIC MILLER’S SPEECH 


thirty-ninth annual general meeting 
“The Bajoe Kidoel Rubber and Produce 
Company, Limited, was held on January 
31st in London. — ‘ ; 

Mr H. Eric Miller (the chairman), in the 
course of his speech, said: The year under 
review saw widespread changes in the 
administration of Indonesia. At the end 
of December, 1949, the Dutch handed over 
sovereignty to the United States of Indo- 
nesia, which have subsequently become the 
Republic of Indonesia. Everyone hoped that 
the change-over would soon lead to an 
improvement in the internal security position 
so that agricultural enterprises such as ours 
would be able to function in conditions of 
peace. Unfortunately this has not been the 
case and sporadic crimes of robbery and 
violence are still of daily occurrence. The 
situation in certain parts of Indonesia has 
become so completely out of hand that pro- 
prietors have been forced to abandon estates 
which had been brought back into produc- 
tion during the past two or three years, 


MINISTERS ILL-EQUIPPED 


The leading Indonesian Ministers are well 
aware of the disastrous effect on the economy 
of their country of a continuance of such 
disturbed conditions, but they are _ ill- 
equipped to deal comprehensively with all 
the lawless and Communist elements which 
are disturbing the peace of the territories 
and wreaking destruction right and left. It 


is. amazing how a handful of determined 
Communists are able to dominate vast 
territories through newly established trades 
unions. 

Against this uneasy background our 
European staff members, loyally supported 
by their Indonesian assistants, did well to 
maintain the production of rubber on our 
East Java estates at much the same level as in 
the previous year, but the position has since 
then deteriorated alarmingly. 

Under these circumstances you will not be 
surprised to hear that the 1950-51 crops of 
rubber and coffee on these estates will be 
less than in 1949-50 


POSITION ON CELEBES 


On the island of Celebes, similar unrest 
prevails. From mid-April to mid-June our 
estates were occupied by a guerrilla force 
which interned our staff members and carried 
out systematic looting of our properties. 

On his return to the estates in May after 
a well-earned European furlough, Mr 
Leyssius, the manager, found that the situa- 
tion required the most tactful handling and 
great credit is due to him for the way in 
which he has restored order from chaos. 
Most of the stolen vehicles have been 
recovered and regular work has been re- 
sumed in the coffee, rubber and kapok 
gardens. 


Terrorisation of the villages around our 
estates is still reported, but it is hoped that 
the strong measures which the Indonesian 
troops in Celebes are said to be taking will 
soon restore the situation. 


Work during the year under review on the 
Celebes estates yielded satisfactory results, 
the rubber and coffee crops being more or 
less on a par with the previous year’s. Our 
kapok crop was disappointing, unfavourable 
weather conditions at harvest time and a 
shortage of labour being the main reasons for 
the shortfall. 
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DIVIDEND POSSIBILITY 


At December 31, 1950, we had over 33 
million rupiahs in our banking accounts in 
Indonesia, equivalent to more than £100,000, 
and when we have squared our taxation 
liabilities out there, there should be about 
half that amount free for remittance to this 
country when permit is given. The U.K. 
taxation authorities will then take their cut 
and although this country gives some uni- 
lateral relief that is by no means equivalent 
to what we might expect under a double 
taxation convention which, however, is not 
yet in sight. 


So soon as a remittance is received in 


London we shall give immediate considera- 
uon to the payment of an interim dividend. 


OUTLOOK FOR CURRENT YEAR 


The crops which it had been estimated 
we should make during the current year will, 
it is now clear, not be achieved. Prices of 
rubber and coffee have been very high 
during the year, however, and although wages 
have risen three-fold we have every reason 
to hope that we shall be left with a good 
margin of profit on the year’s operations. 


You may think that I have laid undue 
emphasis on the difficulties with which our 
estates’ staff have to contend, but I feel that 
by giving you an unvarnished picture we are 
most likely to encourage the Indonesian 
Government to speed up their remedial 
measures and thus enable the peoples of these 
lovely islands to resume their progress to- 
wards a happier future. In this we will be 
glad to continue to play our part. We have 
some fine estates which are making a very 
real contribution to the well-being of Indo- 
nesia and all we ask is the co-operation of the 
authorities in enabling us to get the best out 
of them. 


The report and accounts were adopted. 
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NOTICES 


HIS MAJESTY’S COLONIAL SERVICE 


JAMAICA ; 

A vacancy exists in Jamaica for a Commissioner of Commerce and 
Industries who will be in charge of the Department of Commerce 
end Industries, This Department deals with all forms of marketing, 
including the control and bulk sale of export crops, and has general 
functions in relation to the economic development of the Colony. _ 

Candidates should possess wide commercial and administrative 
experience in responsible positions, including experience in marketing 
prrichabte products. The possession of academic qualifications would 

» an advantage. : 

The salary is £1,600 per annum for a permanent and pensionable 
appointment on two years’ probation. The age limit is 45. 

Intending applicants should submit brief particulars of age, quali- 
fications and experience to the Director of Recruitment, Colonial 
Office, Sanctuary Buildings, Great Smith Street, London, S.W.1 





\ NGLO-TRANIAN OIL COMPANY require one Mathematician, one 
«) Mathematical Physicist and one Physicist with some mathematical 
ability, with Ist or 2nd class honours degrees, for posts at a new 
research and development centre on the Nottin mshire Oilfield, 
The work will involve theoretical investigation of the movement of 
fluids in oil reservoirs and problems connected with recovery of oil. 
Methods and equipment will be developed for electrical recording at 
surface of a wide range of physical observations on oil and gas 
bearing formations penetrated in deep wells. The ‘observations 
include resistivity of formations, radio-activity, temperature, 
pressure, fluid velocity, well. diameter, etc. The onan will 
‘lso be used for actuating sample devices and special bottom hole 
struments. The mathematician will be concerned with oil reservoir 
future production performance and the mathematical physicist with 
_ allied survey research and development work. The plhiysicist will 
* responsible for interpretation of records and laboratory experi- 
ments, both electrical and physical, bearing on interpretation. Men 
¥ vith eng years’ practical experience of electronics preferred for the 
“we fatter posts. 

,, Applicants aged from 27-35 years should be prepared to go abroad 
OY Periods extending to six months. 


tite, giving full details and quoting Department M.1415, to Box 
6053 at 191, Gresham House, ECD . “% 





[ RWICK, ORR AND PARTNERS LTD. seek additional staff for 
One Marketing and Selling Division of their professional work 
m t nsulting Specialists in Organisation and Management. Applicants 
™ Satisfy the following requirements: 
2 Qualification in Accountancy, Economics, or Commerce. 
; Some years’ responsible executive experience in senior com- 
mercial appointments in industry or in the distributive trades. 


: efane general education and wide interest in contemporary 


“uecessful candidates will be trained as M t Consultants 
drag pmPany's own Training Centre. Applications should be 


in writing to the Co ’s Offices at 7, Park Lane, 
Lendon, W.1, quoting Reference: -MS/1058. 


THE UNIVERSITY OF MANCHESTER 


Applications are invited for the post of Assistant Lecturer in 
American Political Institutions. Salary scale £450 to £500 per 
annum with membership of the F.S.S.U. and Children's Allowance 
Scheme. Applications should be sent not later than March 1, 1951, 
to the Registrar, the University, Manchester, 13, from whom further 
particulars and forms of application may be obtained. 


: UNIVERSITY OF BELFAST 


Applications are invited for Two Lectureships in Economies in 
The Queen's University of Belfast. 

(1) lary £800 by £50 to £1,150, (II) salary £550 by £50 to £850, and 
on certain conditions being satisfied, to £1,150. Both posts have con- 
tributory pension under the F.S.S.U. Initial placing on the scales 
will depend on experience and qualifications. Applications should be 


received by April 2, 1951. Particulars from G. R. Cowie, M.A., LL.B., 
Secretary. 





UNIVERSITY OF HONG KONG 
Applications are invited for the post of LECTURER AND SUPER- 
vISER OF PRACTICAL WORK in newly established Diploma and 
Certificate courses in SOCIAL STUDY, DEPARTMENT OF 
ECONOMICS AND POLITICS. Total emoluments (a) for a married 
man normally resident outside Hong Kong or China, and inclusive 
of all allowances: £1,400—£40—£1,640 per annum; (b) for a woman: 
£1,240—-£40—-£1,480 per annum. a 
Candidates should possess an Honours Degree from a British 
University, or other similar satisfactory qualification, in Social 
Science and experience in supervising the practical social work of 
students; a working knowledge of Cantonese will be an onreanee. 
First-class sea-passages, furnished houses or flats at reasonable 
rentals are provided for expatriate staff. : 
Further particulars and information as to the method of applica- 
tion may be obtained from the Secretary, Association of Universities 
of the British Commonwealth, 5, Gordon Square, London, W.C.1. 
The closing date for the receipt of applications is March 15, 1951. 


Qermreeeenencesenmee 


TTWOOD STATISTICS LIMITED _invite applications from 
it rsons holding a good British degree in statistics. The post 
combines statistical and executive work and is a sound opportunity 
for a person prepared to be trained in all aspects of Market Researeh. 
—Write giving full details of education, age and previous experience 
to Attwood Statistics Limited, Chantrey House, Eccleston Street, 
London, S.W.1. 


———=2 





-ARKET RESEARCH.—Competent economist with thorough 
M knowledge of statistical method required to take charge of 
market research department of a large Company with factories in 


arious ts of Great Britain. A salary commensurate with 
. nee and ability will be paid. Minimum age 30.—Write giving 
full details to Box 


807, L.P.E., 110, St. Martin's Lane. W.C.2. 


MPETENT TYPEWRITING SERVICE solicits Lit. MSS.. com- 
Saeed documents, etc. Impeccable work. Mod. fees.—MAI 2659, 
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CANADA and 
The British Industrialist 


If you plan to enter the Canadian manufacturing 
field or to extend your operations there this Bank will 
be glad to provide up-to-date information. 


Enquiries cordially invited. 


THE CANADIAN BANK 
OF COMMERCE 


(Incorporated in Canada in 1867 with Limited Liability.) 


ae ae a a LTT OA 


2, LOMBARD STREET, LONDON, E.C.3. 
Head Office: TORONTO, CANADA. 


ASSURANCE COMPANY LIMITED 


CHIEF OFFICE 
OXFORD STREET MANCHESTER | 


THE REFUGE 
WILL SAFEGUARD THE FUTURE 


WEST AFRICAN INSTITUTE OF SOCIAL AND 
ECONOMIC RESEARCH 


UNIVERSITY COLLEGE, IBADAN, NIGERIA 
Applications are invited for one senior and two assistant research 
appointments in Anthropology. z 
Salary, senior £1,300 x £50-£1,600 per annum, assistant £600 x £50- 
£700 per annum. F.S.S.U. Partly furni#hed residental accommoda- 
tion at not more than 10 per cent. of salary. Passages paid for 
appointee and wife on appointment and leave. Children’s allowance 
Applications (six copies), giving full details of qualifications and 
experience, including the names ot three referees, should be sent to 
the Secretary, Inter-University Council for Higher Education in the 
Colonies, 1, Gordon Square, London, W.C.1, from whom _ further 
particulars may be obtained. Closing date February 17, 1951. 
EARN Languages without Translation. The Pelman Languages 
4 Institute teaches French, German, Spanish, Italian without the 
use of English; the method is explained in four little books, one 
for each tonqeaeeei write for book and specimen lesson sent gratis, 
»0st free. (Reduced fees for serving and ex-Service members of 
i.M. Forees.) Pelman Languages Institute, 87, Norfolk Mansions, 
Wigmore Street, London, W.1. 
EADING oil company requires in London, Hons, degree graduate 
4 (ecotromics) age 26/30 with some business experience, to join 
specialised staff of central department serving general management. 
Appointment offers considerable scope for initiative. Salary accord- 
ing aeevn and qualifications.—Full particulars in writing to 
x No. : 











PRINT Consultant, London—offering independent and personal print 
service—invites inquiries for production, design and printing of 
high grade publicity and public relations literature. Adequate 
facilities for long or short runs, artwork, photography, etc.—Box 563. 














N° Capital Depreciation and a return of 24 per cent. (income tax 

id by the Society) are the terms offered for Share Investments 
by the 73-year-old Chelsea and Walham Green wee Write 
for Leaflet F to 110-112, Kings Road, Chelsea, S.W.3. 





Por SALE—Economist—December 7, 1946, to January 28, 1950: with 
pen from January 4, 1947, to May 28, 1949. Offers to 
Box 575. 


Tuition tor _BsOC.E GON, 


Tne London University B.Sc. Econ, Degree is a valuable qualification tor statistical, 
research, and welfare work in commerce and industry, and for teaching or administrativ: 
under Education authorities, etc. The degree is open to all without University 


posts 
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AVELING-BARFORD LIMITED 


INVICTA WORKS, GRANTHAM, LINCs. 
NOTICE is hereby given that the Fifty-sixth 
Meeting of the above named company will be held ene Gener 
Office, Invicta Works, Grantham, Lines., on Monday, F 
195), at_3 o'clock in the afternoon to transact the following busines 

1. To receive the Profit and Loss Account for the ¥; Siness 
September 30, 1950, and the Balance Sheet as at that date wi 
Reports of the Directors and Auditors attached thereto Uh the 

2. To sanction the declaration and payment of Divideng 

3. To elect a Director in place of the one retiring. * 

4. To transact any other ordinary business that may be deal 
with at the Annual General Meeting of the Company, ~ deal: 
Dated this 26th day of January, 1951, “ By Order of the Board, 

. C. RY 


Invicta Works, Grantham. oe AN, ‘Secretary, 
nvery member entitled to attend the above menti : 
and vote is entitled to appoint a Proxy to attend and vote et 
him, and that proxy need not be a member of the Company. . 


-s EQURTEEN NEW ADVERTISERS 


have entrusted us with their plans during the pa 0 Y 
Their earlier hesitations are forgotten in ‘ine taher eodiat 
of the benefits that progressive advertising can bestow. . 


ROBERT BRANDON AND PARTNERS, LIMITED 


Advertising and Public Relations, 
47, Albemarle Street, London, W.1. 


February 1 


‘UNIVERSITY OF LONDON 


LEON FELLOWSHIP 


Applications are invited for the Leon Fellowship for Researh 
(preferably in the fields of Economics or Education) for the Session 
1951-52. The Fellowship is of the value of not less than £5 
year, and is tenable in the first instance for one year. It is mt 
essential that candidates should be members of a University, py 
they are expected to put forward a programme of research of a 
advanced character and to produce evi that they can carry 
it out. Selected candidates will be required to attend for interview, 
Further particulars should be obtained from the Academic Registrar, 
University of London, Senate House, London, W.C.1, and application 
for the Fellowship must be received not later than April 1, 1%), 


CE MEDICAL STATISTICIAN in the General Register Office 
_The Civil Service Commissioners will shortly be filling this post 
owing to the retirement of Dr Percy Stocks. Those wishing to be 
coneieares wae a re orient practamare with knowledge 
of medical statistics and experience appropriate to 
£1,850—£2, 125. mn —— ee ee 
Full particulars and application forms from Secretary, Civil Service 
Commi:sion, Burlington Gardens, London, W.1, quoting No, HfL 
Completed application forms must reach him by Seores 23, 195. 


RWICK, ORR & PARTNERS seek additional staff for th 

Accountancy and Administrative Division of their professional 
work as Consulting Specialists in Organisation and Management 
Applicants must satisfy the following requirements :— 

1, Professional qualification in Accountancy. : 

2. Somg years’ responsible executive experience in senior industrial 
appointments. 

3. Knowledge and experience of modern techniques of Cost Control. 
oan general education and wide interest in contemporary 

airs. 

Successful candidates will be trained as Management Consultants 
at the Company’s own Training Centre.—Applications should be 
addressed in writing to the Company's Offices, at 7, Park Lane, Lot 
don, W.1, quoting Reference: C/1047. é 


TNIVERSITY OF LONDON.—A lecture on ““The Conventions 0! 
English Local Government” will be delivered by Professor 

. J. M. Mackenzie (Manchester) at 5 p.m. on February lsh # 
the London School of Economics and Political Science, Houghio 
Street, Aldwych, W.C.2. Admission Free, Without Ticket.—Jam 
Henderson, Academic Registrar. 





CTUARY: —Messrs. Macphail and Fraser, Consulting Actuaries 
South Africa, require the services of: — 
(1) A fully qualified actuary and il o 
(2) An actuarial student who has passed at least Part I 
writing Part III this year. pplica- 
Both positions carry good salaries and excellent prospects. ne 
tions will be treated in the strictest confidence and should 
addressed to Box 568. 


nen 





Meares GS Rei aa wh lh spe Fs Te 
(CREATIVE imagination is the dynamo of | the most anes 

advertising. It endows the written word with power ter. 
persuasion.” Samson Clark's produce advertising of such charset 
May we do so for youf—Phone Museum 5050 for an interview. 


MURRAY-WATSON 


Advertising & Marketing 
Home and Overseas 


58, BROOK STREET, LONDON, W.1. GROSVENOR 350? 
DUDLEY WORCESTERSHIRE DUDLEY 3102 


OTHER NOTICES APPEAR ON PAGE 295 


$s Press, Lto., Portugal St., Kingsway, London, W.C.2. Pu by 


CLEMENT: ; apen, LT. 
at 22, Ryder Street, St. James’s, London, S.W.1. U.S. Representative: R. S. Farley, 111, Breen ee rn ee ee rent 3, 1951. 
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